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PREFACE 


I N May, 1927, the League of Nations assembled at 
Geneva* a World Economic Conference represent- 
ative of employers, employed, and economists. The 
work of the Conference was largely carried out by 
means of two committees, one dealing with com- 
mercial and the other with industrial questions. 
Among its other activities the Industrial Committee 
produced a series of resolutions under the title of 
“Rationalisation” which were finally adopted by 
the Conference as a whole.^ These resolutions 
recommended “that Governments, public institu- 
tions, professional and industrial organisations, and 
the general pubhc should influence producers to 
direct their efforts along the channels described . . . 
and diffuse in every quarter a clear xmderstanding 
of the advantages and obligations involved by 
Rationalisation and Scientific Management, and of 
the possibilities of their gradual application.” 

In Great Britain a small group of employers had 
already taken certain steps to promote both in their 
own factories and among their fellows a wider 
appreciation and application of scientific methods 
of management, largely through an organisation 
for mutual co-operation and study in circles of 

’ See Appendix A. Eesolutions of the World Economic Conference, 
Genovn. 1927. on “ Entionalisation.” 
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iioii*competmg undeTtakmgs kuoTvn as Management 
Research Groups This group felt that the oppor- 
tunity presented by these authoritative resolutions 
should not he lost Having ascertained that it 
was at the time improbable that any department 
of the State would take the initiative suggested by 
the Conference, they decided to see what could be 
done by voluntary effort 

They realised immediately that one of the chief 
difficulties in their path issued from the existmg 
complexity of the oiganisations designed to assist 
industry or those engaged m mdustnal management 
in various specialised directions Many great de- 
partments of state already exercised functions bear 
mg upon the economic life of the nation They 
mcluded the Board of Trade, the Home Office, the 
Mirust ry of Health, the Huustry of Education, and 
the Ministry of Labour In addition there were a 
vanety of special bodies mamtamed by the Central 
Government Among them may be mentioned the 
Department of Scientific and Industnal Research, 
with its dependent Trade Research Associations and 
special laboratories, the Industnal Fatigue Research 
Board, and the Empire Marketmg Board 
Voluntary institutions of vanous lands presented 
an even more complex picture In almost every 
trade were organisations of employers and employed 
heading up to great national federations such as the 
Confederation of Employers Organisations, the 
Federation of Bntish Hidustnes, and the Trade 
XJmon Congress While the object of such organisa- 
tions was pnmanly political and economic influence, 
they had m practice developed many subsidiary ser- 
vices to their members bearing on the questions m- 
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eluded under the heading of “RationaHsation” by the 
World Economic Conference. There were research 
agencies either foimded by trades on their onm 
initiative or connected with educational estabhsh- 
ments. There was a network of professional in- 
stitutions who were inevitably compelled to con- 
sider the relationship of their members and of their 
special work to the general structure of indtistry. 
There were many undertakings founded to promote 
the application of some particular idea within the 
general field of Rationalisation — standardisation, 
psycho-technology, co-partnership, welfare, safety, 
and so on. 

This situation had imdoubtedly produced in the 
individual employer a certain impatience with new 
organisations. Owing to the rapid technical develop- 
ment of modem business methods, a development 
with which his methods of organisation and ad- 
ministration had not always kept pace, he found 
himseK confronted with a large number of new 
activities somewhat outside the daily routine of his 
own undertaking. Conscious that failure to main- 
tain contact with them might result in a loss of 
initiative and knowledge of value to his concern, he 
was at the same time aware that many of them were 
the product rather of enthusiasm than of practical 
experience. His time and ids personal power of 
absorption were alike limited. Consequently he 
tended to regard with very definite suspicion any 
proposal to add to their number. 

Two things were clear. The complexity of the exist- 
ing institutions and their predominantly specialised 
character largely concealed the essential unity of 
the problem with which they were designed to deal. 
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A definite movement for Rationalisation could only 
be founded on a policy which regarded the industrial 
life of the country, and the various aspects of 
management which were umted m each separate 
mdustrial undertakmg, as a whole On the other 
hand, the employer, the individual m whom these 
multiple tendencies and activities met, as it were, 
at a pomt of action, could view with legitimate 
apprehension any attempt to add to the number of 
organisations and institutions Without him any 
movement of opuuon or ideas would fail of practical 
result But his support on a large scale could only 
be anticipated if a more coherent and logical arrange- 
ment of the vanous specialised activities were 
presented for his co operation, an arrangement 
definitely calculated to save him tune and money 
In short, the first requisite in Great Bntam, 
if any national movement for Rationalisation was 
to be initiated, was some more rational arrangement 
of the existing forces dealmg with one or other aspect 
of the total field Mulatts mutandts^ the same 
condition holds good for the majority of mdustnal- 
ised countries 

Accordmgly, those concerned called a meetmg of 
the officials of some fifty institutions to consider 
the possibilities of co-operation That meetmg 
appomted a committee of seven members, with 
power to add to their number, to consider the situa- 
tion The Committee included the Directors of the 
Federation of Bntish Industnes, of the British 
Engmeermg Standards Association and of tlie 
National Institute of Industnal Psychology, the 
Professor of Accountancy and Busmess Organisation 
at the London School of Economics, the Secretary of 
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the Incorporated Association of Retail Distributors, 
and the Honorary Secretary of the Management 
Research Groups. 

In examining the situation, the Committee con- 
cluded at an early stage that the number of in- 
stitutions concerned was greatly in excess of those 
already consulted. From the point of view both 
of the employer and of the possibility of further 
collaboration, the first essential was a clear account 
of the existing activities and organisations arranged 
in a convenient form for reference. Tliis work 
would obviously require considerable research; and 
for this arrangements were made. The results arc 
to be published in the form of a handbook providing 
a Directory of the various institutions in Great 
Britain whose work is designed to contribute to 
industrial efficiency. 

During the course of this work it became obvious 
that a great deal of misunderstanding existed both as 
to the scope and significance of the term Rationalisa- 
tion itself, and as to the character of the contribution 
to bo made, by the various forms of specialised 
activity, to the industrial situation viewed as a 
whole. Some more general account of the whole 
matter, viewed from this angle, was required. 
Originally it was intended to incorporate this 
account in the proposed handbook in the form of 
an introdxiction. But as opinions and knowledge 
of the subject developed, it seemed undesirable 
to do so, both on the ground of length, and 
because the study necessarily touched upon 
controversial and speculative questions Avith which 
the Committee, in its official capacity, did not 
Avish to deal. 
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It was therefore decided to nsh- a single member 
of the Committee to use the material which had 
been prepared for this purpose, and to publish a 
monograph on the subject of Rationalisation on his 
own authority Hence this book. 

L U 
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THE MEANING 
OF RATIONALISATION 

CHAPTER I 

HISTORY AND DEIHNITTON 

T he term “Rationalisation” is at present little 
understood. There arc as many definitions and 
interpretations as there are individuals who use 
the word.^ This is not surprising, for itjbasjiad 
a chequered histo ry. It was ori ginally used by 
Psychologists. In this branch of science it is a 
tecEiicai substantive, describing the process by 
which individuals discover logical reasons after the 
event for actions which arc really dictated by 
instinct or other unconscious motives. 

In the econo mic field it was first employed by 
the TJermans. After the war there was grent 
confusion in the business life of Germany. Power- 
ful leadership was essential; at the same time there 
was considerable prejudice against the formation 
of Trusts. Both at this period, and after the 
stabilisation of the Mark, the men who came to 
the front as the leaders of Gorman industrial life 
wanted a new phrase to describe the general process 
of re-organisation and unification which they were 

^ See Appendix B. Some Ofifinlfions of JlationeJisatlon. 
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applying They evolved the term “ die Ratxonal 
itzerung ” Since important features of this process 
irefe the groupmg of mdividual businesses in iarge 
combmations and the elunmation of inefficient 
producers in order to balance supply with demand, 

‘ Rationalisation” has been xmderstood by many 
mdividuals m this sense only Force has been 
giv^n to thi s m teipretation as far as'lJreaTjBnt^ 
IS concerned, by Lord Melchett The most dis- 
tmguished mdustnal leader who has used the word 
— ^he has applied it almost exclusively m this 
connection ‘ 

At the same time this use of the term gave an 
incomplete new of the underlying ideas which 
inspired the economists and mdustnalists who had 
built up the new economic order m Germany 
The Reichskuratonum fur Wirtschafthchkeit (Board 
of National Efficiency), the co ordinatmg body 
established by the German Government to guide 
the national effort m this direction, published the 
followmg definition 

R ation alisation consists in understandmg and_ 
applymg every means of improvmg the general 
economic situation through techmcal and system- 
atic 'organisation Its o^ect is an mcrease m 
the standard of hving bj the provision of better 
and cheaper goods m laiger quantities This 
demands a common effort by all classes of the 
commumty ” 

As an English observer of German opmion has 
recently stated, “to understand rationalisation, one 

* See Appendix B 
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liskments, but in terms of a whole industry, whether 
organised as a trust or on a co-operative basis, or 
nationalised. It is not necessary to trustify an 
industry to rationalise it, nor is it necessary to 
eliminate completely all forms of competition, or 
to destroy altogether the management and adminis- 
trative autonomy of particular undertakings.”^ 

Positively, as well as negatively, the commonly- 
accepted English view did less than justice to the 
width and force of the German movement. For 
instance, in their inquiries into improved methods, 
the Reichskuratorium and its allied institutions, 
relied almost exclusively upon the voluntary services 
of employers and managers. Over 6,000 highly 
paid individuals gave their time freely to the work 
of the many speciahsed committees engaged in 
guiding and inspiring German industrialists towards 
national reconstruction. The enthusiasm and self- 
abnegation enlisted in support of the general move- 
ment were directly comparable to the state of mind 
of British employers during the closing stages of 
the war. 

In France, contemporaneously with the German 
development, the conc eption of “rat ional” had 
been attached to a somewhat chfferent movement. 
In tHe~phited States the idea of appl^g the 
scientific intellectuar technique to the problems 
involved in the control of a single factory had been 
initiated.3 V- F. W. Taylor . He had described his 
ideas tmder the generic title of Scientific Management. 
This movement found its most appreciative and 
distinguished expression in Em'ope among a group 
of French engineers, among whom le Chateher and 

^ Walter Moakin ; Ths New Industrial Bevolution. 
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de Fremmville were the most important Lackmg 
anj ei.act eqmvalent in the French language for 
the word “Management,” they had rendered Taylor’s 
phrase by the expression “I organisation scientifique 
du travail ” 

In France, as m America, there was a reaction 
against the tendency to apply Scientific Manage- 
ment, due to the same reasons — premature and 
partial attempts to use certam methods employed 
by Taylor without an adequate understanding of 
his fundamental ideas, and above all, madequate 
explanation to those concerned of the significance 
and purpose of changes which were mtroduced 
This re action tended to concentrate on the word 
scientific The majonty of manlcind is still too 
close to animistic superstitution and emotional 
beliefs, too fond of a miracle, to regard men who* 
have begun to t hink scientifically save with con- 
siderable apprehension They are thought to be m 
some way inhuman, because m a particular field 
they have sacrificed the blurred edges of imagmation 
for the sharp finality of facte Faced with this 
very natural development of atmospherics, the 
French engmeers took to usmg the phrase “1 organisa- 
tion rattonnel du travail ” 

Th is wa s the,position wheiLthe World Economic 
Conference met at Geneva m 1927 This great 
mtemational gathering of representatives of the 
employers, of the workers, and of economists of 
all schools of thought, appomted a committee on 
industry This committee had two definite tasks 
It was faced with the manifold and complex problems 
of tho world, ocquouivi situntiou It had to evolve 
and to state a policy designed dehberately to give , 
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an impetus to production and to restore the balance 
of those basic industries, such as textiles and coal, 
which had suffered an interruption of their normal 
economic development owing to the disturbances 
of the war and post-war period. At the same time 
it sought to express in this policy the new attitude 
towards international affairs, economic as well as 
political, which had made possible the foundation 
of the League of Nations, and the calling of the 
ver3’' Conference of which it was a part. It had 
to think and speak with an international mind, from 
the angle of world interests, rather than with a 
view to the sectional advantage of any particular 
nation or group of nations. It was not a diplomatic 
or bargaining body. It was a planning body. It 
^was charged with the objective examination of 
those factors in the economic thought and develop- 
ment of all nations which, vigorously applied in 
practice, might lead to a general recovery oi 
prosperity. 

A detailed examination of the whole field had 
formed part of the preparatory work for the Con- 
gress. The documentary studies collected by the 
economic machinery of the League formed a review 
of world business movements such as had never 
previously been brought together. And just as 
the Conference itself was a xznique and tmprecedented 
occmrence, so, too, this mass of evidence revealed 
a hitherto tmsuspected process of change in the 
angle of approach to economic questions. 

The change may be described broadly as a wOTld- 
wide inclination to^^recognise_ that, not only actual 
scientific discoveries, but the mechanism of thought 
- evolved bj’- the physical sciences, might be applied 
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to the solution of business problems wit h far reach mg 
resiQts Economic enterprise appeared to he feehng 
its way towards new forma of organisation designed 
to secure greater stabihty and security through a 
more exact adjustment of efforts to need (Move- 
ments of demand and supply, recurrent cycles of 
activity and depression, were no longer regarded 
as mevitable natural phenomena^ Rather they 
were vieucd as manifestations of social purpose, 
defimtely susceptible to control by co operative 
action based on a scientific examination of all the 
facts mvolved 

This movement displayed itself m a wide variety 
of undertakings and at every level of economic life 
The outstanding developments noted by the com 
nuttee were 

(а) The apphcation of physiology and psychology 
to the working life of the individual whether 
m the home, m agriculture, m commerce, or 
in mdustry 

(б) Research along sundar lines into corporate 

activities and bearmg on such questions as 
wage payment systems, profit-sharing and 
co partnership, mdustnai relations, and other 
methods of collaboration 

(c) The attempt to provide a scientific foundation 

for the technique of production by a wider 
use of the physical sciences, chemistry, phj sics, 
mineralogy, mathematics, and so on, which 
bear on the materials and processes of 
mdustry 

(d) The endeavour to apply the same lines of 

thought to the more general technical pro 
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blems involved in the control of the single 
business enterprise, such as lay-out, trans- 
port, accounting, office methods, planning? 
routing, marketing, and the like . . . 
generally described by the phrase “Scientific 
Management.” 

(e) Efforts to improve the General Organisation 
of Production and Distribution on national 
and international lines by ehmination of 
waste, simplification and standardisation, 
horizontal and vertical combinations, indus- 
trial agreements, action by Goverments and 
Public Services, and by organisations of 
employers and workers, mass production and 
distribution, forecasting of business move- 
ments, and by the statistical study of the 
general world conditions bearing on these 
issues such as the supply of raw material 
and of labour, markets, transport, and power. 

The characteristic which inspired and was com- 
mon to these developments was the belief that a 
more rational control of the economic life of the 
world was possible and desirable, and that it could 
be achieved by a close application of the discoveries, 
and of the intellectual methods and standards of 
science, to the whole of the problems involved. 

Seeking for a single term which should express 
this general attitude towards economics and in- 
clude the whole of the various developments which 
it had noted, the c ommittee a dopted the wprd 
“Rationalisation.” It will be noted that this use 
i ncluded both the diferent meanings in which it 
had previously been employed. " In a remarkable 
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senes of Resolutions it emphasised the advantages 
to be gained by every party to mdustry from their 
resolute apphcation to all the problems involved 
m production and distnbution As indicated m the 
Preface to this book, it urged their adoption on 
Governments, industries, and the general pubhc 
These Resolutions, which were practically unam- 
mous, were accepted by the Conference as a whole 
m its concludmg session ^ 

The general defimtion established by the Con- 
ference read mildly enough “Rationalisation, by 
which we understand the methods of technique and 
of organisation designed to secure the mmim^ 
waste of either effor t ^ mat^al They include 
the scientific organisation of labour, standardisation 
of both matenals and products, simplification of 
processes, and improvements m the system of 
transport and marketmg ” 

Two special pomts may be noted m connection 
with it The phrase “scientific organisation of 
labour” is a literal and mistaken translation of the 
origmal draft which was m French The French 
words “I’organisation scientifique du travail” have 
a well established technical significance and should 
have been rendered m the English version by 
“Scientific Slanagement ” The further resolutions 
make it clear that the conference mcluded m the 
phrase “scientific organisation of labour” those 
studies of mdividual and collective psychology 
calculated to produce worthy conditions of work and 
of life both within and without the factory. 

More generally, there is no question that its 
phrases indicated a revolution m world economic 

* See Appendix A 
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tliinking — -a greater revolution than has yet been 
fully appreciated. Ever since manufactured power 
was applied to the driving of machines there has 
been a tremendous increase of material production 
throughout the western world. But, broadly speak- 
ing, the economic theory to which men have turned 
to regulate that great increment of activity and 
complexity has been comparatively simple and 
elementary. This is particularly true of the thinking 
of the men in power, the active business venturers 
who have been engaged in the controlling and 
directing tasks of the great adventure of modern 
trade. 

That theory is described variously as Individ- 
ualism, Capitalism, Laissez-faire, the Economics of 
Private Enterprise, and so on. It has many rami- 
fications. But its broad outlines are sufficiently 
well known. It postulates that the sole significant 
motive force which can be relied upon to maintain 
the organisation of the world’s necessary supply 
of goods and services is the desire of the individual 
for gain or acquisition. The main pmpose of the 
State in relation to economic life is to achieve an 
uninterrupted field for the operation of that motive 
by establishing security of property in the gains 
achieved by business activity. The only force 
necessary to adjust the actions of the individual to 
the commxmity’s good is the influence of the com- 
petitive re-action of those individuals upon each 
other in their common pursuit of wealth. 

Regarded objectively, the dominance of this theory 
over European thinking during the last hundred 
years has been amazing. In practice it has been 
violated a thousand times, because it has issued in 
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social conditions nhich have been found intolerable, 
and have led inevitably to the intervention of the 
State in the interests of public order Business 
men themselves have constantly sought to evade 
the full re actions of competition by trusts, com* 
bmes, price arrangements, and similar devices 
Here again the State haa intervened to protect the 
individual regarded as a consumer But on the 
whole the theory has prevailed as the basic thought 
of men on this matter — jm assumption that the great 
complexity of effort necessary to mamtam the 
world’s material hfe cannot be organised, is beyond 
the control of any form of positive corporate 
action which humamty can devise 
Faced by a constant succession of booms and 
slumps, huge losses of capital owing to ill organised 
or excessive production, desperate poverty and un- 
employment despite its increasmg capacity for 
technical improvement, our mdustnal civilisation 
has contmued to assume that the forces of com- 
petition were a sufficient governor for the economic 
machme Where explanations have been sought 
and given, they have been phrased m terms of 
“economic assumed to operate as inevitably 

as those laws of nature which science has so far 
revealed In short, in economic matters the modem 
world has acted much as ita medieeval ancestors 
acted with regard to thunderstorms or other natural 
phenomena which they did not understand They 
have attributed the various vicissitudes to which 
they were subjected to “some god or other” . m 
this instance a deity which they called Competition 
The persistence of this method of thinkmg was 
due m the mam to two causes In the first place 
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mucjh of the criticism directed against the current 
economic disorder was in the same plane as the 
theory by which it was justified. Curious alliances 
were formed. Trade Union leaders who had re- 
cruited a million men behind them by the successful 
negotiation of bargains about wage rates and the 
businesslike administration of insurance benefits, 
were found hand in hand with socialist thinkers 
who condemned the acquisitive motive as wholly 
vicious or denied its existence altogether. The 
majority of the critics could not refrain from the 
characteristic human tendency towards witch-burn- 
ing. At a period when the ownership of capital was 
becoming more and more widely distributed, and 
in many instances more clearly divorced from the 
actual exercise of administrative functions in 
economic fife, much of the difficulty was attributed 
to the machinations of non-existent bogies, called 
Capitalists. 

In the second place the existing situation corres- 
ponded to a large degree with the social prejudices 
inherited by those in positions of power and author- 
ity in Europe. These prejudices were traditional, 
handed down from feudal times. They envisaged 
the community as divided naturally into classes, 
aristocracy, bourgeoisie, and workers. It has needed 
the influence of a new industriahsed community 
foimded on a democratic model to suggest that the 
market for goods must depend on the amount of 
money made available as earnings, in short that the 
“iron law of wages” was in reality only the expres- 
sion of certain social preconceptions. As yet the 
full significance of this tendency has not been 
realised. But it is at- least beginning to suggest 
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itself to certain business circles that organised 
prospenty can only be founded on an increasing 
margin of expenditure available to the conmmmty 
as a whole 

The ‘ Bationahs^on” resolutions of the World 
Economic Conference indicat ed a revolution m 
world ^onomic_thinking, because for the first time 
they “^allenged this genera! t heory of eco nomics 
from a practical standpoint The Coiderenc§ itself 
worked in the best traditions of modem economic 
thought It was inductive, not deductive It took 
the facts, the experiments, the movements that 
have been mentioned, bearmg on almost every 
phase of economic life at almost every plane of 
organisation It formed no theory But it did 
what had never been done before in an authontative 
form it synthesised and fused those facts mto a 
smgle conception Consciously or unconsciously it 
presented them to the world no longer as expen 
ments earned out m isolation, but as parts of one 
whole — the first signs of a definite human effort on 
a national, and also on an miemational scale, to 
take charge of economic destiny, to direct it deliber 
ately for the common good 

The significance of its attitude is clear The 
vanous movements which it considered and recom 
mended to attention had each their own special 
contnbution to supplement the older views of 
competition. They did not condemn competition 
on pnnciple and as a whole Between mdividuab, 
business concerns, mdustnes, and nations, com- 
petition had secured flexibility and imt^tive, 
glimxfated p)erBonaI rf&cxency m certam instances, 
and provided an invaluable means of determining 



HISTORY AHD DEFINITION 26 

relative values. But they represented a definite 
modification of the older view that it was self- 
regulating, and that it automatically adjusted supply 
to demand in such a way as would secure the best 
interests of the consumer. They admitted that in 
operation unmodified competition was in fact slow 
in its efiect, and a temptation to short, as opposed 
to long, views. Thus it might re-act on the indi- 
vidual producer in low wage levels and adverse 
working conditions inimical to his total economic 
potentiahty, on the individual business imit in 
uneconomic prices and rapid changes in the levels 
of value, fatal to planned and ordered production, 
on industry and trade as a whole in undue complexity 
of product and rapid alternations between boom 
and slump, destructive of economical operation and 
of the security of industrial capital. "V^Tiatever the 
immediate advantage to the consmner in lowered 
commodity prices, he had, ultimately, to pay for 
these wastes. The problem of an ordered economic 
progress was the problem of eliminating the wastes 
while at the same time retaining all the advantages 
inherent in the existing economic system. 

Further, the Resolutions re-stated the avowed 
pirrpose of economic activity in no imcertain form. 
Under the older economic theory the practical and 
theoretical importance of the motive of acquisition 
had led to some curiously confused thinking on this 
point. The money economy was so general and so 
closely connected with this motive that in the 
business world as a whole there had arisen a con- 
fusion between mechanism and purpose. Despite 
the theoretical economist who stated quite clearly 
that money was only the medium of exchange, that 
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IS to say a convenience, a device, the majonty of 
hnsmess men -were incbned to exalt it into a first 
principle, to make it an end in itself They would 
say that “the pnipiOBe of bnsmess was to make 
money ” Any more logical view of the case was 
dismissed contemptnously as sentimental 
But the defin.SlL^£nd^ of Rationali satio n is to 
secure mimrmim of wa ste ’’ The definitmn 

of the Reichskuratonum already quoted is m terms 
of an “unproved standard of living” The Econ- 
omic Conference resolutions speak of gaming “to 
the commumty greater stahi hty an d a _ liigher 
standard of life ** Thes^ phrases cannot be evaded 
They are a clear admission that, whatever form of 
oiganisation we may accept as the most practical 
for the tune bemg, there is a purpose m industry 
and commerce beyond and above the profit of 
particular business enterprises .Our economic 
machmery_esista-Dot. to ennch individuals — t^t la 
mcidental— bu^tq_8erYeJthe community 
Finally^ in the methods which they recommended, 
the Resolutions earned a further imphcation F. W. 
Taylor, when asked to define Scientific Management, 
used to say, “it is a mental revolution ” He meant 
that it could not be defined m terms of method alone 
it mvolved also a new attitude of mind It meant 
that the methods developed over a century of m- 
dustnal life by rule of thumb and tradition could 
not, for that reason, be accepted without question 
The whole situation m any imdertaking, m any 
trade, must be re-examined, with the detachment 
from preconceptions, the intellectual technique, and 
the mtegnty to truth of a worker m the exact 
sciences 
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That conception as to method imderlies both the 
definitions which we have quoted. ^Rationalisation is 
not mere ly a new view of economic theory or a new 
set of methods or systems. It involves a complete 
change of attitude oi^the part of all those who work 
in busmesSj new spirit. It demands a fresh vision, 
not on ly of t ^ pu^ose for 'which' business exists, 
but also of the means of examining and solving, 
in the light of that purpose, all the countless 
problems which arise in the course of business 
activity. There must be a change both of the 
technique, and~I)f~tEe ^cale, of thought. 'That- 
change~must~embrace not only the matters from the 
least to the greatest which arise in the day by day 
conduct of business enterprises. It must go beyond 
the individual concern to the trade or industry, be- 
yond the trade or industry to those other groups with 
which they are associated as producer or consumer, 
beyond that again to their relationships with the 
structure of the national economic life, and finally 
to those international relationships whose organised 
conduct we have but recently begun to contemplate. 

It is with these meanings, implicit in the Resolu- 
tions of the World Economic Conference, and as 
expressing this new approach to economic questions, 
that the word “Rationalisation” is used throughout 
tliis book. It may be defined either as an attitude 
or as a process. As ah attitude it~fecords the belief 
■ihat~d~"7nbf^ rational control of world economic life 
through the application of scientific method is possible 
and desirable. As a process it implies the application 
of the methods of science to all problems arising in the 
organisation and conduct of production, distribution, 
and consumption, e-y 

O O O ^ 
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SCIEOTIFIC MITTHOD 

I F we accept the definition given m the previous 
chapter, it becomes clear that the conception of 
Rationalisation covers a very much wider field 
than has yet been touched by the actual move- 
ments to which the World Economic Conference 
called attention Before considermg m detail the 
content and importance of these movements, the 
full possibilities and extent of that field must be 
examined 

In the first place the phrase ‘‘Scientific method” 
may be expanded The scigitist faced with any 
problem w orks by certa m definite steps First of 
I all he collects all the data available bearing on the 
^ question at issue Secondly he observes s uch data 
and the general situation with a view to discovering 
whether he has omitted any facts which are per- 
tment to his inquiry He then proceeds^to ..define 
3 the terms which he employs He then subjects 
this col lect ion of data expressed in defined terms to 
(, analysis, that is to say he arwnges and groups his 
^ facts m a convenient form for the purposes of his 
^ mqmry He apphes to those facts such standards 
^ o f mea surement as he is able to_devise He is then 
;; in a position to undertake actoal expenmjnte 
designed to throw farther light on one or other 
aspect of his investigation In makmg each ex- 
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periment he will always endeavour to isolate the 
single factor on which he is working so as to avoid 
inconclusive results. The evidence which he accumu- 
lates by this process may place him in a position to 
formida^definitejp^ciples or laws. Such principles 
or laws he will put to further test both by actual 
experinmnt expressly designed for the purpose or, 
where this is not possible, by further observation 
of phenomena which he subjects to the same process 
of definition, analysis and measurement. He will 
accept as proven only such conclusions as are capable 
of repeated proof by these means, and even here 
he will only regard such conclusions as provisional 
and subject to revision in the light of further funda- 
mental discoveries. It may be noted, for instance, 
that within the last few years Einstein’s work has 
largely changed the whole basis of our knowledge 
of physics. 

The scientist only proceeds to an examination of 
the unknown on a basis of present knowledge which 
is, as far as possible, complete. Applying this 
principle to business, it necessarily involves in all 
decisions a full use of existing discoveries in the 
exact sciences. As far as such sciences deal with 
the external world, their potential application to 
industry is already largely admitted, though the 
practical measures designed to bring them into play 
are often neither complete nor -well devised. Such 
sciences are chemistry, botany, biology, astronomy, 
mathematics, and so on. They actually impinge 
upon economic life in a series of applied sciences 
such as engineering, industrial chemistry, metal- 
lurgy and mineralogy, agricultmal botanj’^, meteor- 
ology, statistics, and so on. A second great group 
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of departments of organised knowledge deal with 
man himself They include phj siology, psychology, 
biology, and bio-chemistry They agam issue m 
an apphed form under the titles of medicine, in- 
dustrial psychology, mdustnal hj giene, and sociologj 

Pure research in all of these sciences is constantly 
proceeding, and leads to a progressive enlargement 
of the boundanea of knowledge In many cases 
busmess has already contributed largely to the 
promotion of such research Men of vision have 
realised that only by enlargmg the area of under- 
standing on which the apphed sciences are based 
can they hope to increase their command of the 
materials and processes on which mdustry and 
commerce depend 

What IS less generally appreciated is the pos- 
sibihty of usmg the second group of sciences which 
we have mentioned m dealmg with the human prob- 
lems raised by our economic civilisation, problems 
which mdeed must prove incapable of solution except 
in the light of more exact knowledge It is not sug- 
gested — it would be misleading to suggest — ^that the 
sciences which bear upon human nature have yet 
reached a stage of development m which they can 
be adopted as a certam gmde m all varieties of 
social action It has recently been calculated by 
a leadmg mvestigator m bio-chemistry that 200 
years will be needed before our knowledge of the 
physiology and chemistry of the nervous system 
IS sufficient to provide a secure foimdation for 
experimental psychology. At the same time, it 
IS clear that the younger sciences bearmg upon 
human nature have already placed at the disposal 
of the industnahst a wealth of provisional con- 
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elusions whicli are far more likely to be accurate 
than the guess work or personal opinion which have 
hitherto formed the basis of our economic action in 
such matters. 

Where, however, decisions have to be taken in 
regard to which there is no certain grotmd-work of 
exact knowledge to which they may be referred, it is 
stiU possible to apply the intellectual technique of the 
scientist which has been described. Such a pro- 
cedure will not, indeed, remove all elements of 
faUible hmnan judgment from the processes of 
solution, but it will secure that such judgment is 
largely cleansed of those emotional and personal 
elements which are most lilcely to lead to error, and 
is based on a consideration of the available facts 
which refers to the real problem at issue rather than 
to the sub-conscious promptings of some individual 
whose interests are involved. 

In this connection, moreover, experimental science 
has aheady provided the business man with certain 
recognised instruments which may assist in this 
process. These include a very definite range of 
statistical conceptions which may be used for the 
measurement of certain forces and tendencies where 
human beuigs are involved. The grapHc presenta- 
tio n of s eries of facts in the/fqrm chafts. and 
diagrams is an invaluable aid to their more correct 
appreciation. Various forms of statistical and other 
controls have been carried over from the practice 
of science to the solution of business difficulties. 

It will be seen, therefore, that the use of “scien- 
tific method” does involve an approach to a large 
range of economic problems very different from 
that which is at present the common practice in 
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everyday life The majority of busmess questions 
are at present decided by reference to standards of 
existing practice ivhieh have been gradually made 
available as the result of unrelated efforts and to 
experience jvhioh has not been subrmtted to any 
exact analysis or standards of measurement The 
competitive theory which 1ms formed the basis of 
our economic life dunng the past century has itself 
effectively prevented that free exchange of know- 
ledge between busmess men engaged m similar 
tasks which could alone provide sufficient data for 
a scientific examination of their activities 
In addition, the rapid evolution of our machme 
mdustry and the ruthless character of a competitive 
economy have placed a premium upon quabties of 
personal forcefulness which are m direct opposition 
to the intellectual humility essential for real 
scientific work The typical “captam of mdustry” 
has been a man who dominated situations rather 
than a man who was prepared to submit himself to 
the mexorable logic of facts The necessities of 
his position have forced him on countless occasions 
to insist on the importance of his personal ex- 
perience, rather than to admit both to himself 
and to others the necessary hmitations m space 
and tune of any smgle mdividual’s contacts with 
reahty In short, if a t^t is required as to whether 
any mdividual is or is not seized with the scientific 
standpomt, it may be found m his habitual method 
of expressing himself m relation to busmess decisions ♦ 
the man who has ceased to talk about “my ex- 
penence” and is beginning to talk about “my 
experiments ” is at least beginmng to understand 
the full sigmficance of the scientific approach 
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THE SCOPE OF RATIONALISATION 

R ationalisation not only involves a com- 

plete reversa l o f tl^^^tional mental attitudes 
on the part of all those who are engaged in economic 
it also touches every form of activity in which 
that hfe is manifested.'^ 

Both historically and in order of process, the 
basis__of^ aU economic life is, of course, Agriculture.) 
Scientific experiment is daily widening our know- 
ledge of the botenical and climatic conditions most 
favourable to successful plant cultivation. The 
breeding and feeding of animals is being steadily 
improved by specialised work on processes and 
methods determined by exact experiment, rather 
than by tradition and individual experience. Less 
well-known are the results of certain studies which | 
have been made on the physical movements in-j 
volved in various classes of agricultural labom.i 
Here^again larg^economies have been made possible^ 
by the elimination of rule-of-thumb paethods. 
Eertilisers, rotation of crops, methods of grading and , 
marketing farm produce, the storage, packing and 
preservation of foodstuffs, are all subjects of special- 
ised scientific study. 

In this field we are only at the beginning of our 
experiments. The conditions of comparative isolation 
in which the farmer and small-holder necessarily 
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■V70rk, and, m many countries, the traditional 
independence of the agnculturahst, has made 
it extremely difficult to disseminate and reahse 
in practice the discovenes already recorded 
by ivorkers m laboratories and on experimental 
farms But there is no question that as means can 
be found for mcreasing genuine effort and for giving 
ivider effect to the knowledge already accumulated, 
the productivity and the certamty of results from 
agncultural work can be enormously mcreased, 
despite the fact that this branch of economic life is 
necessarily influenced more than any other by 
climatic uncertamties which have as yet escaped 
human control 

Most closely allied to a gncul tural production of 
all types are the ex tractive mdustrm s concerned 
with the initial transformation of the raw matenals 
provided by nature Here again the progre ss o f 
' knowled ge is along d^erso Imes In the first place 
the act ual method s of* extraction of the basic 
matenarc^cemcd* are constantly bemg improved, 
so that the pro^s is more gnomical, and the 
yield IS higher Secondly, the h uman effort r e- 
Q uiied per umt of pr oduction g m process of re - 
ductipn in many directions, by the substitution of 
mechamcal devices, by the application of more 
. refined methods of applying each umt of labour, 
and by the ehmination of occupational incon- 
vemences and risks concerned in this class of work 
Thirdly, the yield, of useful products per umt of 
basic matenal extracted i s subj ecte d to p ro gres sive 
re finemen t It is only necessary to mention pro- 
cesses for the low-temperature carbonisation of coal, 
for the diffusion of precious elements from the slag 
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left after the extraction of nickel, and the continuous 
improvements in the methods of breaking down 
crude oil. Finally, more accurate gradin g of the 
product of such industries resulting in the establish- 
ment of recognised standards of quality has done 
much already to f acilitate the marketing of their 
output. Their integral connection with manu- 
facturing industries involves them in a chain of 
operations where large-scale and well-planned facili- 
ties for continuous processing can efiect economies 
amounting to many himdreds per cent, economies 
designed to re-act not onl}’’ on the extractive in- 
dustries themselves,. but on all those further economic 
activities which are dependent on them for power, 
light, and other facilities. 

What is true..of the extractive industries applies, 
mutatis mutandis, to_aU groups of .ma nufacturin g 
industry, from the greatest to the leas t. Here the 
;probl em of the e limination..of_ w aste pr esent s ' itself 
mos t im mediately in the form of .the(improvement 
and integration of mechanical devices.'' The physi- 
cal sciences are daily securing to the employer a 
better technical control alike of his raw material 
and of the processes by which it is manufactured. 
This is only the beginning of the application of 
science to the problems of such industries. (^On the 
ma nagerial sid e the increase in efficiency to be 
obtained by gre ater attenti on to modern principl es 
of orga nisat ion, to costing, plannmg, routin g, offic e 
method, stafetics, and other refinements of control, 
have been amply demonstrated. Similar results 
have been obtained in connection with marketing , 
seUing, advertising, and financial forecasting.^ The 
problems which arise imder all these heads are 
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as susce p t ible t o researoh an d ex TJen ment as are the 
problems of chemistry or metallurgy 

Turning from the production of goods to their 
distribution , we can find a vast field for the exercise 
of more rational methods. Indeed, many students 
of the subject are convinced that it is in this direc- 
tion that the largest wastes m our present economic 
system are to be found Already in the Umted 
States of America the existence of an ample domestic 
market, coupled with the problem of great distances, 
have given an impetus to experiments m methods 
of distribution which may well revolutionise our 
practice m this respect The arrangement by 
which the manufacturer sold his product to a whole- 
saler or agent, who again distributed it either 
thrpugh a further wholesaler or direct to a retailer, 
who finally passed the goods to the consumer, has 
already been modified m many directions The 
necessities of modern large scal e producti on and 
competitive demands for immed iate de ^ery, have 
forced the manufacturer to secure for himself more 
stable and rehable ma rkete than could be obtamed 
through fortuitous purchasing by the wholesaler. 
This has led to more scientific study of the actual 
demand for his goods expressed m the buymg 
capacities of the final consumer, to c ampaigns o f 
national advertismg, to the branding and packag- 
ing of propnetaty goods, and m certam cases to the 
combmation of retail and manufacturmg activities 
While the small retail establishment is still dominant 
m the field of distribution and may yet have a long 
and useful service to perform, it is clear that the m 
dividual re^iler cannot command those specialised 
^mces V hich are available to larger undertakings 
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This difficulty may he overcome by forms of co- 
operation between individual retailers, but these are 
as yet comparatively undeveloped. 

In the meanwhile the larger department store has 
^.gained much ground owing to its concentration on 
management, publicity, statistical control, and the 
convenience which it can offer from the point of 
view of the purchaser.) It has been followed by the 
chain of shops which combme the advantages of 
specialisation in one branch of trade mth large- 
scale buying and the possibilitj^ of standardized 
comparison of experience. Signs are not lacking 
that the chain of department stores vdU provide a 
further economic refinement which combines the 
advantages both of the department store and of the 
chain store. 

In all these distributive activities scientifiic method 
may be applied to the actual goods purchased, dis- 
played, stored, packed and delivered to the con- 
sumer, and can yield vast economies in all the 
processes of human labour involved in these trans- 
actions, from those of the salesman at the counter 
to the statistical controls employed by the Managing 
Director. As in the case of the manufacturer, the 
wholesaler or retailer can refine his knowledge of 
the actual direction of consmner demand, the 
factors which determine (changes of fashion, and of 
the other psychological causes which determine 
whether his customers shall be few or many.^ 

^'iTiat is true of product ion_and d istribution is 
equally true of th ose ancillar y fin ancial activities so 
vitarto econ omic life . In^a nkin g, scientific method 
may~Fe applied first of all to the actual problems 
of organisation involved in the many transactions 
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\vith which it is concerned ; accounts, cash payments, 
credit transactions, correspondence, records, may 
all be conducted with n decreasing margin of waste.’ 
They resemble closely the problems of production 
in a factory concerned with the manufacture of a 
largo number of detailed articles. Human effort 
may be made to yield a lai^er return both by the 
application of mechanical devices, and by im- 
provement in systems and organisations. 

Secondly, a wider knowledge of scientific method 
will greatly clarify the b.anker’s estimate of credit 
risks. The normal financial and personal factors 
which have formed the basis of decisions on such 
matters in the past present an incomplete picture 
of the potentialities of a modern business. They 
aro more inclined to reflect past records than 
future possibilities. Accurate diagnosis of the 
health of a business depends on a close binder- 
standing of its total balance of productive efficiency, 
market opportiuiitics, and financial and managerial 
resources. (Rationalisation methods provide means 
of expressing these symptoms both briefly and 
accurately.') It is inevitable that in future the 
banker will insist on a closer examination of such 
indicators. 

If we turn from banking to the mo ney marke t as 
a whole, we find the beginnings of an attempt to 
gain control of those general movements of pro- 
sperity and depression which are so gre.it a factor of 
uncertainty in business ■undertakings. Tliis move- 
ment is the general outcome of the application of 
more refined statistical methods to business prob- 
lems. Less than half a century ago a leading 
economist serionsly propounded the theory that 
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(^cj’^clical fluctuations of trading activity might be 
definitely correlated Tvith the appearance and dis- 
appearance of sunspots.^ To-day, while the funda- 
mental causes of these waves of depression have not 
yet been fully explained or analysed, there is an 
increasing tendency to assign them to movements of 
general opinion which can be modified and brought 
imder some degree of control by wider know- 
ledge. The isolation of particular factors which 
serve as indices to these business tendencies and 
their presentation in statistical form have already 
made considerable progress. This new sc ie nce o f 
“busi ness forecast ing” as it is called, already pro- 
vides business men and financiers with some warning 
of possible general tendencies which enables them to 
take coimter-measnres. This fact in itseK, and still 
more the growing conviction that the c yclical mov e- 
ments of trade are not entirely inactions of nature, 
but the results of human action, are sufficient to 
modi^"theij~ incidence and the severity of their 
results. The efect of this new knowledge on the 
operations of the xaoney market, on our views about 
unemplo 3 anent, on the wider use of general statis- 
tical material, and on the control of currency and 
credit facilities is already considerable.^ 

The final stage of the economic process is that of 
consu mption , the actual pmchase and use of food, 
clothing and services by the consumer. Here again 
there are eno:moxisj gossi bili tie5 for the elimination 
of w aste, not by any destruction of human initiative 
or by the regimentation of the individuars life, 
but by a voder understanding and application of 
the Imowledge already available. The s tudy of 
d ietetics suggests the possibility of more varied. 
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ch eaper and more wholesome food than traditio n 
and ci^tom have hitherto _ established^ 
domestic woS of the home may be earned out 
more systematically, more economically, and •with a 
greater use of mechanical appliances Houses ca n be 
enormously imj)roved m conve mence and m beauty. ^ 

Rationalisation is not only apphcable to every 
vanety of activity involved m the total economic 
cycle, from the ■work on the soil which yields our 
basic raw matenals to the final consumption of 
manufactured goods it la equally apphcable to 
every stage of organisation mvojyed, and thus to 
the work of every indiviSiml in the economic 
hierarchy 

The mdividual housewife in her cottage, or the 
smgle small-holder labouring on his plot, may apply 
sci entific metho ds to the physical operations mvolved 
m their^aily tasks, to the selection of their eqmp- 
raent, and to the personal measurement of the 
results which they obtam Tbey will find large 
wastes which can be elimmated and greater satis- 
faction m the more efficient performance of their 
tasks The psychologma! and physiological con- 
ditions of such workers offer large opportumties for 
the elmunation of waste and discomfort 

In the smalLb usmess enterp rise employing two to a 
dozen persons there are suml^ opemngs for a more 
mtensive study of the operations mvolved and of 
the eqmpment provided No smgle small employer 
can be at the same time psychologist, statistician, 
engmeer, marketmg expert, salesman, and econo- 
mic But he can be alert and ready to make the 
best possible use of the material provided by 
institutions concerned with these sciences. He 
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can be prepared to foster and further methods of 
co-operation between individual businesses, whether 
in competition or no, which will place at his dis- 
posal wider knowledge in these fields, and particularly 
methods of its practical application. That is to say, 
he can at least do his utmost to overcome the limita- 
tions imposed by size through a frank recognition of 
the possibilities open to businesses of larger scale, 
coupled also with a similar objective examination 
of the special advantages which Avill enable him 
to survive. Even in the smallest busines s, where 
the proprietor supervises personally every process, 
there are often large wastes. He lacks the mental 
discipline of a constant exchange of views with 
colleagues and superiors. What ia-meaie st the eye 
is fre quen^ hardest to s ee. 

In a productive or distributive bus iness of medium 
size, the employer is forced to delegate some pro- 
portion of his authority and responsibihty. Here 
problems of orga nisation arise which are as ope n 
to objective and sci entific s tudy as a problem in 
engineering or chemistry. The whole question of 
the proper distribution of duties between individuals 
in an enterprise is still little appreciated by business 
men. More than any other single issue it contri- 
butes to the accumulation of unnecessary waste, 
and its faulty adjustment is largely responsible 
for much of the misunderstanding and bitterness 
which impair relations between employers and 
employed. In such cases also there will be wide 
opportunities for the app lication of psycholog y 
and physiology to the movements of the individual 
wofl^rTToFlnore sclent ^ methods of market ing, 
and for the introduction of statistical controls. 
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The same considerations ■which are applicable to 
the medium-sized business are of still greater 
importance in proportion as the size of the under- 
tfl hing mcreases In the modem large-scale busmess 
vre find a progressive senes ofranks and responsi- 
bilities running from the mdividual -worker through 
the foremen and vanous groups of managers and 
officials up to the Managmg Director. T he work o f 
all these mdividuals may be scientifically studi ed 
and systema^cally co-ordinated With each ad- 
dition to the size of the undertakmg, the qu^tion 
of motivatio n becomes of greater importance. (How 
to obt^ and maintain the concentrated^ freely- 
willed effort of each individual m the organisation 
becomes the problem of the leader.) 

Here agam scientific method j s the only wa v. 
Traditionally we have been accustomed to make 
certam assumptions as to how men and women 
ought to act and feel, and to base our mdustnal 
practice upon them But under modem conditions 
It IS being recogmsed more and more that the only 
secure basis of decision is the dispassionate study 
of how actually they do act and feel. Only when 
the work of each individual is so adjusted as to 
brmg into play the whole complex of motives ■within 
the range of his personahty can waste be avoided. 
Every flicker of discontent, every failure to use 
available initiative, sets up faction m an organisa- 
tion composed of human bemgs. TJ nderstand mg 
and the acceptance of a common purpose by all 
concerned, ~a comprehensive and adequate scheme 
for the partition of responsibihties and functions, 
freedom from distraction by social or family troubles, 
proper equipment and physical en-vironment, moti- 
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vation adapted to tlie full spiritual content of 
each individual ... it is only when you have 
all these things that any group can work together 
with the roinimnin of waste. And such conchtions 
can only be achieved by the continuous use of all 
the knowledge which science has already given us, 
and the progressive application of scientific methods 
of thought to those questions in which we at present 
lack any such definite basis of action. 

Further, it is only in the largest individual under- 
takings that resources are available for the employ- 
ment of the liighest quality of specialised personnel 
in all the different branches of Imowledge of which 
modern business must make use. And moreover 
such personnel will inevitably lose their zest and 
their originality unless they are afforded frequent 
opportunities of comparing their methods and their 
results with other workers in the same field. For 
both these reasons — the necessity for a rounding 
out of knowledge not available within the structure 
of the business and the maintenance of the pro- 
fessional enthusiasm of technicians — even Jarge 
sized undertakings must lend themselves freely to 
the exchange of experience and results. New forms 
of collaboration between otherwise^ independent 
enterprises, having this specific end in view, are 
rapidly developing all over the business world. 
They take the form of conferences, conventions, 
professional associations and institutions, grouping 
of businesses for the study of management, and 
so on. But the y one and all emphasise both the 
grovdh of a 'finore rational approach to business^ 
pr<^erQS and the nec^sity of this continuous 
education by contact with other minds for all those 
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who seek to fill positions of responsibility m our 
economic order 

If any evidence is required as to the possibihties 
of economy presented hy the apphcation of scientific 
methods in every branch of the mdividual under- 
taking, whatever its size, it is to be found m the 
experience of those factories which have already 
made substantial progress m this direction They 
are one and all unanimous that the striking results^ 
already obtamed are merely an mdication of the 
possibilities still before tbem ^ The effe ct of nro 
gressive doses of rationalisation is not to convmce 
them that they are highly efficient, but merely 
to reveal xmsospected opportu nities for furth er 
economy and programmes lor improvement which 
will occupy the attention of their managements 
for an mdefimte penod m the future ^ 

While, however, on the scale of the smgle under 
takmg the apphcation of Rationalisation can reduce 
wastes over large areas, there is, of course, a hun t 
to this proces s fixed by__the competitive conditio ns 
of our existmg economic system Probably the 
greatest hope of all imphcit m the new conception 
^ the prospect of an attack from a similar angle 
on the wastes which are outside the mdividual 
control of the single enterprise The objective 
consideration of these wastes, which does not 
regard them as inherent and inevitable, has already 
yielded very valuable results It has issued in 
new forms of collaboration between different bnsi 
nesses other than those already mentioned For 
instance, difficulties created by the excessive multi 
plication of products cannot be eliminated beyond 
a certain pomt by the individual action of any 
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one producer. What is required is a conjoint 
examination of the facts by all the parties to that 
particular economic process, producers, distributors 
at various stages, and consumers. 

In this matter the Department of Commerce of 
the United States, under the secretar3^ship of llr. 
Hoover, has laid the foundations of what is virtually 
a new technique in the relations between the central 
Government and business. It has sought no powers 
of compulsion: it has not needed them. But it 
has used two special advantages only enjoyed 
by the State. In the first place the State has 
an immense command of information, the necessary 
pre-requisite to the scientific consideration of any 
subject. In this respect it has an incomparable 
advantage as contrasted with any individual 
producer. Secondly, its position is clearly dis- 
interested. It can take the initiative in bringing 
interests together for the discussion of a common 
problem without arousing that suspicion which is 
inevitably associated with any similar action by 
one or other of the parties. 

For these reasons the Department has succeeded 
in trade after trade in uniting all concerned 
for an examination of the losses and inconveni- 
ence caused to all by the multiplication of pat- 
terns and sizes of similar articles, which result 
from competitive pressure and a short-sighted 
view of market requirements, xmcorrected by any 
common policy for the trade as a whole. While 
the State has supplied the initiative and the 
necessary information, business men themselves, 
through their various trade organisations, have 
done the actual work required to arrive at agree- 
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ments for the reduction of these complexities Such 
agreements, once thOToughly considered, need no 
legislation for their enforcement The advantages 
to the traders concerned are sufficiently obvious 
to secure a sufficient measure of adherence to the 
common programme In a very large number of 
mdustnes the number of Imes and sizes have been 
reduced by proportions varymg from 40% to 90% 

This proces s of simpl ification paves the way to 
the adoption of sta ndar ds, both of meas urement 
and of quali^ Standardisation, pushed to its 
logical extreme, would of couree result in a limita- 
tion of the consumer’s choice and a rigidity m 
methods of production which would be both 
uneconomical and undesirable On the other hand, 
provided reasonable attention is paid to the require- 
ments of the market, a larger degree of sta ndard - 
i sation on a national and mtemational scale must 
mcrease the secun ^ o f the consumer and lower 
the price of products and services, both directly 
and by ens urmg g reater econo mlo" s tabihty Here 
agam the sci entific approach is necessary both for 
the purpose of determining Suitable standards and 
m perfectmg the procedures for their apphcation 
The methods of collaboration designed for this 
purpose are agam biingmg mdividual busmesses 
mto contact, and secunng approximation to a 
common pohcy 

New forms of collaboration for special purposes 
of this type are foimd m many other connections 
Trade Associations, for instance, have been instru 
mental m introducmg s tandard cos ting and 
accountancy systems which, agam without com- 
pulsion, have commanded the adherence of the 
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majority of the employers in certain given trades. 
Such systems have undoubtedly resulted in forcing 
manufacturers -who were producing at an uneconomic 
level to examine the facts of their situation. This 
has proved a corrective to the tendency to price- 
cutting which, however much it may benefit the 
consumer at the moment, produces a state of 
economic insecurity which is bound to be to his 
disadvantage in the long run. In other trades we 
find schemes of combined or institi^ional advertii^g 
which have proved profitable to all concerned. 

Blit on the whole the la rgest wastes Td' b^ foun d 
in the present economic system are those which 
occur at the poi nts of ir mction of undertakings and 
industries. The technical conditions of modern 
manufacturing and the economies possible with 
mass production provide a constant impetus 
towards the speciaHsation of manufacture, not only 
of single articles, but of single parts of the same 
article. These economies, however, a re ant to be 
lost where the control of such speciahsed units is not 
sufficiently concentrated to secure the closest possibl e 
p lanning of the total production and its relationj 
to the potential market. There is thus a continuous? 
drive towards the amalgamation of business enter- 1 
prises and the creation of larger imits of control. J 

Binally, these larger units again tend to become 
associated both' nationally and internationally in 
the search for great er price stabihty and securit y 
against the erosion of the producer working at an 
uneconomic level. Two main problems are pre- 
sented by these developments. In the first place, 
the administration of these large associations 
becomes progressively more difficult and complex. 
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The problems mvolved m managmg 25,000 people 
are qualitatively different from the problems in 
volved in managmg 1,000 people Busmess has 
yet to work out the proper methods of tr ainin g 
and education which it must apply if it is to find 
the leaders it will require m the immediate future 
It IS clear that the process of haphazard and ruth- 
less personal competition which has hitherto been 
considered the normal and sufficient provision to 
this end wiU not suffice It is unlikely to produce 
a type of man mtellectually equipped for such 
taslm and, still more, of the necessary width of 
social outlook and moral cahbre 
The greater stability of pnces secured by the 
greater concentration of productive power and the 
elimmation of competitive variations may also 
degenerate into fixity of pnces at a higher level than 
IS necessary adequately to reward the capital and 
management skill involved in production While 
it cannot be too strongly uj^ed that whoever bears 
the immediate loss dne to large fluctuations of 
pnces, the ultimate cost has to be paid by the 
consumer, it may still be necessary to protect him 
against temporary exploitation of this character 
But here again the best hope of collective action 
lies m the extended apphcation of the scientific 
method, and particularly of that pubhcity which 
is one of the hall marks of gennme scientific work 
In so far as analysis and (comparative research 
evolve pnnciples of administration and standards 
of accomplishment, the commumty will find itself 
m possession of a measure by which to gauge the 
quahty of the service rendered by those to whom it 
entrusts the direction of its economic life 
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IMPOKTANCE EOR THE BireiNESS ATAT T 

T he change of attitude towards economic ^ 
problems included in the term Rationalisation, 
and the various movements to which it has given 
rise, are of immense importance to the individual 
engaged in business, whatever his rank and purpose. 
If he be employer or manager, they are literally 
vital to him. He must rmderstand their significance 
or perish. It is no longer possible to conduct 
business successfully on the narrow basis of indi- 
vidual experience or by “ rule-of-thum b ” methods. 
Even in those cases where ownership of patented 
processes or a tactical advantage in market position 
results in a satisfactory level of profits for the time 
being, the apparent security is illusory. It can 
only be rendered permanent as the result of a 
balanced efficiency in every department of operation, 
an efficiency which takes active advantage of the most 
recent thought and of the latest discoveries which 
bear on any aspect of the activities of the concern. 

Tlrroughout the nineteenth century. Great 
Britain enjoyed a supremacy in the arts of machine 
production which opened to her the markets of the 
world. The sale of the commodities which she 
manufactured was a phase of business which she 
could, to some degree, afiord to neglect or to leave 
to others. In the early years of the twentieth 
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century that position had already altered, a change 
■which was greatly hastened by the economic up- 
heaval of the war and post-war penod Other nations, 
and more particularly the United State* of America 
and Germany, developed their mdustrial activity 
and productive capacity at an acceleratmg speei 

Unhampered by the traditions and habitnal 
attitudes which had grown up around the earher 
British establishments, they were m a better 
position to take advantage of new scientific dis- 
coveries, and to make experiments m the art of 
mdnstnal controL In recent years, this process has 
been greatly accelerated Sweden, France, Czecho 
Slovakia, and Italy, among many other European 
peoples, have done much to consolidate their posi- 
tion and equipment as modem mdnstnal nations 

More particularly, the advance of scientific dis- 
covery has enormously mcreased the vanety of 
possible methods of solving any particular techmcal 
problem The developmg industrial communities 
•were thus enabled to discount to a great extent 
the advantages of position, climate, and proximity 
to natural resources, such as coal and iron, which 
had laigely detemimed the predominant position 
ongmally enjoyed by Great Bntam. A striking 
example of this tendency is the success of Italy m 
exp an ding the hydro-electric resources of her Alpme 
frontiers It is calculated that a nmt of electnc 
power at Milan cost m 1926 only 51 7 per cent, of 
its cost in 1913 For a ton of Cardiff coal, on the 
other hand, the consumer had to pay 116 7 per 
cent of its 1913 cost 

The effect of these changes may be traced to 
some degree m the difficnlbes expenenced through- 
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out the last decade in the coal, iron and steel, and 
textile industries. No doubt these difficulties have 
been in part attributable to War disturbance, 
fluctuations hi the flnancial fleld, uncertainty as to 
exchange values, and the complex problem of 
re-adjusting production to the requirements of 
peace. But neither the difficulties of the basic 
industries, nor the exceptional circumstances of the 
time, constitute the -whole story. They but serve to 
emphasise a tendency which was already well estab- 
lished before 1914, and to exaggerate the symptoms 
of a complaint which would have become increas- 
ingly apparent even if the war had not taken place. 

Great Britain no longer enjoys, nor can ever 
again enjoy, her traditional ascendancy as “the 
workshop of -the world.” Increasingly she must 
be prepared to face a wide variety of competitors 
in every department of production, and an intensity 
of distributive effort quite new to her experience. 
Her deg ree of ,._success i n ma intaining tho com- 
paratively high standard of nfe~enjoyed by all 
classes' of workers,' and in' absorbing her large 
surplus of unemployed, -vtdU dep^d more and more 
with each succeeding ye^i^n bt on any natu ral 
advantages, but on the ^ffibihtyTind'iheer efficiency 
as or^miers of”production which her employers 
and managers "can, develop. 

It is abundantly clear that, whatever may be 
necessary in the way of temporary adjustments, 
any permanent depreciation in the standards of life 
and the amoimt of real wages enjoyed by the great 
mass of the population presents no solution of the 
problem. Such a change could not in fact be brought 
about -odthout grave social disturbance. Moreover, 
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any appreciable decrease in the earnings of the m 
dividual worker would re-act immediately on the 
power of absorption of the home market American 
expenence is emphasismg the fact that, under modem 
conditions of manufacture, standardisation is of the 
essence of the matter But standard methods of pro 
duction can only be estabhshed on the basis of a 
secured and established market Here again there is 
a defimte change taking place m economic thmkmg 
More and more those immediately engaged m 
the control of production are realismg that there 
is no direct connection between the level of eammgs 
of the mdividual worker and low unit cost of 
manufacture On every side are object lessons to 
the contrary Not only m the works of Mr Henry 
Ford, but m countless other factories, the oort 
curve and the curve of average individual earnings 
move not parallel, but m opposite directions Given 
good organisation and sound management, it is 
almost always possible to combme these apparently 
opposed tendencies — an mcreasmg wage and a 
lower umt labour cost 


From all these angles Ratio 


ever the difficulties of Great Bntam’s present 
economic position, there is little doubt that she 
possesses the resources to deal ^vith them She 
has the most highly skilled body of labour m the 
world She has a umque geographical position 
She still enjoys exceptional natural advantages 
Her reputation m the tradmg world for mtegnty 
and high quahty of product is unnvalled She 
inherits a magnificent commercial and industrial 
tradition If any evidence of these facts is called 
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for, it is open for all to read in her success in exploit- 
ing the new industries such as artificial silk, electrical 
supplies, and chemicals, %vhere her leaders were less 
hampered by established methods and the dead- 
weight of obsolete investment. There has been no 
lack of initiative and flexibility in these new fields. 

But these resources must he mobilised and 
adequately directed over the whole area of her 
industrial life if she is to maintain her position. 
Every single individual engaged in her industry 
must be determined to make the fullest possible 
use of every variety of knowledge with which 
science can equip him in facing his daily task. He 
must be prepared for the personal and co-operative 
effort which is needed to investigate many sources of 
specialised information, and to adapt methods and 
discoveries, actually developed imder dissimilar 
conditions or clothed in the intricacies of technical 
language, to his own practical requirements. Above 
all, he must secure that the operations of his con- 
cern are balanced as efficient as possible in every 
direction, not merely highly developed in the 
sphere which happens to interest him particularly. 

Only so can he hope to maintain his own com- 
petitive position, to play his part towards his fellow 
traders by maintaining the level of consumption 
in the home market, and fulfil his double obligation 
to consmners and to his workers by combining 
low-unit cost of production with high individual 
earnings. The business man who will not adopt 
modem methods is not only risking bankruptcy 
for himself and imemployment for those dependent 
on him — ^he is a menace to other businesses, and 
a constant brake on the wheel of national prosperity. 



CHAPTER V 


SCIENTIFIC MANAGEMENT 

T he aspect of Rationalisation which is of the 
most direct mterest to the individual employer 
m deabng with the problems of the smgle business 
concern is that movement towards a new approach 
to the general task of direction and control which 
IS described as Scientific hlanagement This move- 
ment first took shape under the inspiration of an 
American engmeer named F W Taylor, who died 
m 1915 An educated man, he started his mdustnal 
career as a machine hand He was qmckly pro- 
moted foreman Attempts to overcome the system- 
atic “ca’ canny ’ which was endemic m his shop 
led to a direct struggle with the workers The 
conflict sickened him He set to work to discover 
some new basis for the wage contract which would 
be definite and assured 

From the be ginnin g he appreciated that the 
trouble underlying all forms of payment was the 
fact that the management did not know what 
constituted a fair day’s work on the part of the 
men He set to work to study the whole problem 
afresh from the begmnmg From these studio 
developed directly the modem methods of job 
analysis, time study and motion study . He obtamed 
increased outputs His men gamed earnings 
30% to 60% in excess of the normal riites ~~ 
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Taylor, however, did not stop at this point. He 
appreciated that if he set his men s tandar d times, 
he must provide them with the s tand^d condition 
which Avould make it possible for them to achieve 
standard times. He proceeded to study the whole 
of the environment connected with their work 
with the same meticulous and scientific precision 
which he had applied to their operating methods. 
Many of his most important discoveries arose 
directly from these inquiries. Thus, examination i 
of the material, angle of cut, method of grinding, ’ 
and other factors bearing on the efficiency of cutting 
tools, led to the evolution of high speed steel. 
Difficulties with the speed of machines started a 
whole series of experiments into the care and 
maintenance of belting. 

As Taylor’s work expanded in a larger plant, he 
discovered that his chief difficulty was to find 
m en fitted to _te.ach_a nd sup ervise the pri ncipk s of 
management which he had evolved^ Prono' this 
flowed the most important of all his developments. 
He abandoned entirely the ordinary form of organ- 
isation under which each foreman is responsible 
for everything that happens in a particular area. 
Instead he substituted what he called “func tional 
foremanship.” Under this arrangement each fore- 
man wai"* responsible for one activity, disci nline. 
planning, routing of work, and so on, wherever 
it^as~carried'but~m the sKo^ Tfiis~13ea, with its 
flat contradiction of the older conception of 
organisation j that “no man can serve tw o masters,” 
is still imperfectly 'understood^ But'm is the 
logical consequence in the field of organisation of 
the scientific method of approach which Taylor 
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had ongmally apphed to materials, machines, and 
processes It ontlmes new possibihties for effective 
co-operation which are only now dimly discermble 
on the mdustnal horizon 
In the later years of his life Taylor retired from 
direct participation m busmess, and devoted the 
whole of his time and a large proportion of the 
considerable fortune he had made to spreading 
the knowledge of his methods of management As 
early as 1890 he had first made some of his expen- 
ments pnbhc at a meetmg of the American Society 
of Mechamcal Engmeers But it was not til ' 
1912 at the hearing of the Eastern Rates case that 
they achieved a wide pubhcity Jn this case 
certam shippers on the Eastern seaboard appealed 
before the Inter State Commerce Commission against 
an apphcation by the Railway Compames to raise 
rates Counsel for the shippers brought evidence to 
prove that by applying the Taylor methods of man- 
agement, the railways could save $1,000,000 a day 
Up to the time of his retirement, Taylor had 
had httle opportunity to reduce the experience 
which he had been accumulating through practice 
to any coherent scheme, any statement of funda 
mental principles But as he apphed himself more 
and more to the teachmg and exposition of his 
ideas, he saw, with ever mcreasmg emphasis, that 
what was pecuhar to his system was not any 
particular device or method, but a new attitude 
towards the whole question of mdustnal manage- 
ment That attitude was distinguished by its 
uncompromismg refusal to accept traditional wajs 
of domg thmgs He never accepted any solution 
to an mdustnal difficulty which was based on 
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established usage, personal experience, or rule of 
thumb. He viewed each problem as it arose from 
a new angle, and applied to it the scientific technique 
which he had acquired during his training as an 
engineer. That is to say, he regarded it as a result 
dependent on a series of causes subject to definite 
and ascertainable laws. He envisaged his task as 
a manager primarily as a piece of scientific investi- 
gation devoted in each successive instance to 
analysing the situation, measuring the facts, 
experimenting with the basis thus obtained, and 
finally discovering, proving, and applying the laws. 

It was this new attitude, this fresh angle of 
approach to the problems of industrial control, 
which constituted Taylor’s great contribution to 
the art and science of management. While his 
achievements in material and methods were so 
considerable that men still speak of “the Taylor 
system,” he would have been the first to object 
to the terr'; It was not high speed steel, the care 
of beltings w'Hnning, mnemonic classification, or 
functional :®’emanship which were his great gifts 
to the world, but the suggestion of that “m ental 
revolution” which he so often emphasised as 
necessary to the application of his methods. 

Taylor was a pioneer. As is usual with pioneers, 
'' his work suffered considerably both from the 
jealousy of smaller rivals and the too great orthodoxy 
of his disciples. For a time Scientific Management 
was understood to mean a rigid application of the 
particular methods Taylor had adopted, rather than 
a new way of thinking about industrial questions. 
This tendency re-acted particularly irnfavourably on 
its reception in Great Britain. The oldest and the 
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most traditional of the mdustnal countnes, manu- 
factunng largely for world-wide export markets, it 
was clear that the whole conditions of this country 
made any slavish imitation of methods developed 
under other circumstances out of the question 
Particularly the position as between emplojers and 
workers — the established strength of British Trade 
Umon organisation — was markedly different from 
the American situation 

Prior to 1914, a few employers here and there 
had given senous attention to Taylor’s work, and 
had studied it from the practical standpomt to 
discover how far it could be adapted to their own 
circumstances In such cas<» there was a natural 
tendency towards a close copy of the Taylor systems 
and devices In the majority of instances they 
were never heard of, or, if attention was called to 
them, dismissed as a temporary enthusiasm, another 
“fashion” from the land of “efficiency and hustle” 
But m Great Britain, as m other European countries, 
the war led to a demand for enormously increased 
production from a depleted personnel, particularly 
in the engmeering industries There was a general 
loosening of traditions and established practices 
both by employers and the organisations of the 
employed The tremendous development of new 
forms of armaments and of aviation combmed 
with the constant drive of urgent necessity to 
hquefy the solid conservatism of certam sections 
of British mdustry Devices which would mcrease 
production were eagerly canvassed and rapidly 
apphed The war spirit of national sohdanty 
broke down the bamera between class and class, 
trade and trade Necessary consultation with alhes 
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provided an impromptu and nnsnspected education 
in comparative methods. 

Much of the work done was imdouhtedly super- 
ficial. There was little or no attempt to organise 
factories scientifically throughout. But while a full 
appreciation of its philosophy was lacking, many 
of the features of Scientific Management were 
established once and for all as common practice 
in British industry. More particularly cost account- 
ing, planning, and certain aspects of personnel, 
management became recognised features of all well- 
managed concerns. Great advances were registered 
in the industrial use of the material sciences, 
chemistry, phj’-sics, mineralogy, and the like. 

In the period immediately following the Armistice, 
this spirit of general inquiry, of readiness for change, 
persisted. The Ministry of Eeconstruction was 
charged officially with the duty of reviewing the 
lessons of the war period and making recommenda- 
tions for the transition to peace conditions. Several 
of its publications dealt with various aspects 
of Scientific Management. But, as was perhaps 
inevitable, there was no co-ordinated and dis- 
passionate attempt to view Taylor’s work as a 
whole and to study its relations to British con- 
ditions. The whole temper of the times was 
against such an approach to the question. On the 
whole, the official recommendations were limited 
to caUing attention to the value of specific manage- 
ment devices or to a general exordium on the 
importance of scientific method. They did not 
envisage or make exphcit the far-reaching change of 
mental attitude necessary for the successful appli- 
cation of the philosophy of Scientific Management. 
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At the same time the period witnessed the estabhsh 
ment of much useful machinery, both of an official 
and voluntary character — machmery which was 
essentially in line with Taylor’s cast of mind Thus 
^the Department of Scientific and Industrial Research, 
with its correlated Trade Research Associations 
and national research laboratories, the Industrial 
Fatigue Research Board, the National Institute of 
Industrial Psychology, the Industrial Welfare Society, 
the Institute of Cost and Works Accountants, and 
many similar bodies came into bemg 

One or two attempts were made to estabhsh a 
national Scientific Management organisation. In 
one case a body of people interested m management 
questions set up an Institute of Industnal Admmis- 
tration For a tune plans were on foot to start an 
English branch of the Taylor Society, an American 
organisation founded m memory of F. W. Taylor 
But these attempts had no substantial backing from 
English industrialists, and faded mto the back- 
ground for lack of support The countiy was 
sufiermg too acutely from the re-actions of the war, 
mdividuals were too deeply concerned in adjustmg 
themselves to the changed economic environment, 
for large-scale effort m a new order of thought. 

The severe industrial depression of 1922-26, 
and the drastic economies m national expenditure 
which it enforced, damped down many of the high 
hopes of the war period and the years which imme- 
diately followed it There was a general tendency, 
particularly marked among busmess men, to look 
back to the years before 1914 as a kmd of standard 
to which they should direct their efforts, ilany of 
the experiments which had been undertaken were 
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abandoned under pressure of losses. The majority 
of tbe younger men who bad survived were disillu- 
sioned and cymcal. Tbe older leaders in industry 
and politics were worn out with tbe war effort. 
They were in no mood for new imdertakings. 
“ Normalcy ” was in tbe air. 

Despite these conditions, much of tbe changed 
mental attitude, which had resulted from tbe up- 
heaval, survived. Here and there in every industry 
employers of special vision or courage re-organised 
their concerns to meet the changed conditions. The 
new industries already mentioned expanded and 
developed. Though the depression involved many 
drastic financial reconstructions, there were some 
equally dramatic recoveries — ^notably in the case of 
undertakings which took the opportunity to over- 
haul their management on scientific lines. Of the 
various organisations and institutions which had 
been established, those which were well-founded, 
ivith adequate scientific personnel and a policy of 
service to industry, expanded and did valuable 
work. Broadly speaking, there was a steady growth 
in the number of businesses which, some consciously, 
some unwittingly, made an increasing use of the 
principles and methods of science in the control of 
their affairs. But, almost without exception, they 
either ignored or expressly disavowed any connection 
between what they were doing and the Scientific 
Management movement founded by F. W. Taylor. 

For this attitude there were special reasons, based 
on the acute opposition to the whole movement 
developed by organised labour. As is now increas- 
ingly recognised, this opposition was in part based on 
mismiderstanding of what had actually occurred in 
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the United States, and "was in part an expression of 
the general unrest inseparable from the readjustment 
of values and the return to peace conditions 
Taylor, through hia life, was actuated by feelmgs 
of the deepest sympathy and fellowship for the 
workers The principal factor m his earhest 
experiments was an acute disgust with the dragoon- 
mg methods of management which were co mm on 
m the American machme shop of the ’eighties He 
felt that the conditions of fear and hostihty which 
these methods had produced were fatal to any 
effective co operation, and that they destroyed all 
mutual confidence at the same time as they ehmm- 
ated every motive for productive effort His on e 
desir e was to find some method bv which t he 
viciou s circle of speeding, rate cutting, suspicion , 
and more speeding could be broken He behevM 
tfiaUit was possible so to organise almost any manu- 
facturmg concern that it ivould be vastly more 
productive, and that each party to the arrangement 
would benefit, the consumer m lower prices, the 
employer m greater profits and mcreased security, 
and the workers m substantially higher earnings 
These motives directly inspired his earhest 
experiments m time study, motion study, and the 
differential rate Moreover, he stuck closely to 
these ideas m his practice In every case he insisted 
that the greater productivity achieved by the 
worker under his methods should be met with a 
proportionately greater reward. In one instance 
where he suspected that an employer was not 
standmg fully by this undertakmg, he described him 
succmctly as a “ hog ” He insisted agam and ag am 
both m his speeches and •i^tmgs, ttiat the real 
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difficulty in in staUing his system did not He with the 
menT but with the managers . It was the manage- 
meht~wh ic lrwo uId not changiTts attitudi^nd face 
u p to the new re spo nmbilities which B cTehtilic 
Management laid upon it. He beHeved that his 
metEod'dOxingl^es by time study, of determining 
accurately the exact dimensions and conditions of 
each worker’s task, of securing that those con- 
ditions were fulfilled, of arranging the flow of work 
and the methods of control, so that each worker 
was carefully instructed how to obtain the greater 
output required and helped to achieve it, had indeed 
removed the whole of this troublesome question of 
wage rates from the area of conflict into the field 
of law. As far as he himself was concerned his 
contention was realised in practice. With one minor 
exception, there was never a strike in any works] 
whicH was re-organised xmder his personal direction,' 
""For the extravagant opposition to “ Taylorism ” 
which developed in the American labour world, we 
must look elsewhere than to the man himself or to 
his personal work. 

More immediately that opposition started as 
the result of work rmdertaken by some of Taylor’s 
associates in the Navy yards of the United States. 
Taylor was asked if he would advise in the re-organi- 
sation of some of the Government arsenals at a 
period after he had given up active participation in 
business and was settled near Philadelplna, engaged 
in maldng known his ideas on management. He 
felt that as a patriotic citizen he was not in a position 
to refuse. But the situation which he discovered 
was such that he had Httle opportunity to apply 
Scientific Management or to develop his methods 
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to a stage at which they had any prospect of 
success 

The management of the Navy yards was at that 
time entrusted to 8ea«gomg officers of the fleet, who 
were merely seconded for short periods of shore 
duty m these establishments They had httle or no 
knowledge of the duties required of the manager of 
what was essentially an engmeermg factory Nor had 
they any mcentive to acquire such knowledge, smce 
they regarded their period ashore as a temporary 
rest from the real responsibilities of their profession 
as executive officers of a ship The small corps of 
naval constructors had no direct responsibility for 
the naval establishments they were advisory only 

As a consequence, the actual management of the 
Navy yards had fallen almost entirely into the hands 
of the civilian foremen and craftsmen As might 
be expected, under such conditions, apphed to a 
Government imdertakmg subject to political mflu* 
ences m a country where the spoils system was a 
recognised pohtical weapon, the condition of affairs 
was extraordinary In one yard there were five 
complete over-lappmg staffs, corresponding to five 
sections in the department of the Secretary for 
the Navy Taylor’s representative, who was sent 
to deal with the problem on the spot, found himself 
faced with an array of smecures, vested mterests, 
and other forms of corruption He started m on the 
work of clearmg up the management situation 
Taylor’s inevitable role before touching any qu^tion 
connected with the workers It was enough to 
brmg a storm about his ears 

Hi the meanwhile Taylor himself had put forward 
a proposal that the management of the Navy Yards 
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should be taken out of the hands of the active 
officers of the fleet and entrusted to members 
of the Corps of Naval Constructors. Here again, 
an industrialist, innocent of experience in this 
particular fleld, roused a hornets’ nest of Service 
politics. Within a short period a change in the 
personnel of the Secretary for the Navy robbed 
him of his support in high quarters. He per- 
sisted for some time and even had an interview 
^vlth the President. But in the end he abandoned 
the attempt, which he had undertaken somewhat 
umvillingly as a public duty. The Navy Yards 
have since been drastically re-organised largely 
on the lines he suggested. His brief excursion 
into the unaccustomed sphere of non-competitive 
State enterprise had, however, focussed the atten- 
tion of the craft unions concerned on the danger 
to their members who held redundant jobs, if this 
special stronghold was re-organised on Taylor’s 
lines. 

Their fears were reinforced by the immediate 
consequences of the popular interest in Taylor’s 
wmrk aroused by the Eastern Rates case. All 
over the United States, men udth the barest nod- 
ding acquaintance with Taylor’s methods, some- 
times with no knowledge of them at aU, offered 
themselves to employers as “experts” qualified 
to instal Scientific Management. Now there is no 
question that certain of Taylor’s devices — time 
study and the differential rate for instance — ^if 
applied unskilfully can be made the instruments 
of terrible oppression. They do add to the power 
of management by adding to its knowledge: and 
power can always be abused. 



6G THE MEANING OF RATIONALISATION 

This IS particularly the case nhere thej are tm- 
restrained by that general respect for truth, or by 
that insistence that standard conditions estabhshed 
by the management most precede standard per- 
formance demanded from the men, Trhich ■were the 
corner-stones of Taylor’s philosophy. He 
and his immediate assistants, had come to recog- 
nise that far the most difficult and exactmg portion 
of their task m re-organismg a 'irorks, consisted m 
changmg the attitude of the management Indeed 
it TTas BO exactmg and made such great demands 
on moral courage, that they spoke about it ■vnth 
each other as “the hell penod.” It was hardly 
to be expected that the casual self seekers who 
were trymg to exploit Taylor’s goodwill, would 
either appreciate the necessity for this part of the 
process, or possess the weight to face it if they did. 
In the majority of cases they lacked Tailor’s 
scientific spirit, his patience, his thoroughness, and 
his sympathy for the workers Under their auspices, 
many crimes were committed in the name of 
Scientific Jlanagement 

A further factor which contnbuted to Tailor’s 
impopulanty with organised labour was undoubtedly 
the exploitation of the opposition roused among 
the craft umons by professional rivals and fellow 
busmess men of the type who are always mterested 
m depreciating the work of their more far-seemg 
contemporaries In the latter part of his life he 
had to bear more than the usual share of the mud 
which IS cominonlj slung at eminent personahties 
In more than one jn^nce there was definite 
treachery by men he had trained and helped- The 
process of depreciation was helped by his own 
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sensitiveness in the matter of scientific integrity. 
The more he came to realise the possibilities inherent 
in his methods and the intricate difficulties of in- 
stalling them successfully, the less was he willing 
to entrust their installation to any but skilled hands. 
His circle of assistants towards the end was reduced 
in practice to four men, all of them tried engineers 
with a complete understanding of his fundamental 
philosophy. This narrowing of the circle of recog- 
nised initiates was in itself somethnig of a challenge 
to jealousy. Whatever the causes, it is certain 
that in Ms last years. Taylorism and Taylor’s 
methods became a storm-centre of controversy. 
As is usual in such circumstances, antagonisms 
were sharpened, and things were said on both sides 
wMch would not stand the test of dispassionate 
consideration. 

More particularly, Taylor himself was driven into 
an attitude of open criticism towards Trade Union 
organisation. The opposition of the Craft Unions 
was expressed with a violence of phraseology that 
no word or action of Taylor’s could possibly justify. 
These discussions had their reverberations in the 
Enghsh labour world. Moreover, their effect was 
reinforced by a study of Ms writings in the light of 
special national conditions and prejudices with wMch 
he was unacquainted, uncorrected by any xmder- 
standing of the circumstances in wMch he VTote. 

All Taylor’s earlier public descriptions of his 
work were addressed to the American Society of 
Mechanical Engineers. TMoughout he was a prac- 
tical man, concerned with doing rather than with 
the art of descriptive writing. His main pre- 
occupation was to convince that particular audience 
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that they ought to pay more attention to manage 
ment And he knew that that audience was mai^^ 
composed of hard headed business men Secure m 
the knowledge of his own ideals as to the treatment 
of labour, he did not say a great deal about that 
aspect of the matter, though what he said was very 
much to the pomt He did say a great deal about 
the added responsibilities which management must 
assume and about the increased output obtainable 
by his methods 

TTis books, where they were read by Enghsh 
Trade Uniomsts, were read by men biassed already by 
the attitude taken up by the American Federation 
of Labor They were studied for debating pomts 
not for understanding Great play was made with 
his study of handling pig iron, and his description 
of the man suitable for this class of work as an “ox 
like” man No attention was paid to the fact that 
these very experiments were an early example of 
scientific fatigue study and the use of organised 
rest pauses Moreover, English organised labour, 
even had it read Taylor impartially, was m no mood 
in the years just after the Armistice, for any ideas 
involving radical changes m mdustnal organisation 
Its immediate and most pressmg pre occupation 
was with the restoration of the Trade Union con 
ditions which had been abandoned to meet the war 
pressure It was anxious to retam and consohdate 
the large gams in national prestige and puhhc 
recogmtion which it had regKtered 

The special development of the study of psycho 
technology, which started with the report of the 
Heaftfi of JjTumt'ion I^brkers Committee, reso^teef 
about this time m the estabhshment of the Indus- 
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trial Fatigue Research Board and the National 
Institute of Industrial Psychology. These bodies, 
while doing work precisely along the lines which 
Taylor would have welcomed and appreciated, 
were naturally anxious to avoid identification 
Avibh the object of so much unpopularity. 
Undoubtedly Tajdor had, in his anxiety to 
make his case clear, tmduly emphasised the 
importance of “the one best way” of doing a 
given piece of work. He was unacquainted with 
the science of experimental psychology, a science 
which had developed with remarkable rapidity 
between 1910 and 1920. The psychologists rightly 
insisted that more attention must be paid to in- 
dividual differences, that the unmodified conception 
of “the one best way” might prove definitely harm- 
ful to the worker in a number of cases. But the 
importance of this correction was undoubtedly 
over-emphasised in their anxiety to disavow any 
connection Avith Taylor’s methods. Unconsciously 
it did injustice to the scientific integrity of his 
general outlook. 

Employers, faced on the one hand by extreme 
sensitiveness on the part of organised labour in 
respect to any suggestion of introducing scientific 
management, and on the other by the disclaimers 
of experts, were not hkely, even where they per- 
ceived value in Taylor’s methods, to encourage a 
^vide publicity as to their origin. Moreover, there 
was a great hopefulness that the effort towards 
closer co-operation which found expression in the 
MTiitley Scheme would issue in a permanent im- 
provement in industrial relations. No one was in 
the 'mood to challenge industrial conflict if it could 
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m any way be avoided Thus it came about that, 
throughout a period m which increasmg use was made 
of Taylor’s methods and ideas, his name was seldom 
used m connection with this work except to explain 
that it had nothing to do with Scientific JIanagement 
This was unfortunate — not from the standpomt 
of Taylor’s reputation that is already secure among 
far-seemg excutives, above any turmoils of tem- 
porary controversy — ^but because it led to an ill- 
balanced and disjointed development of the science 
of Management m Great Bntian Employers tended 
to over-emphasise some particular activity which 
happened to interest them personally They “took 
up ” Welfare or Psychology or Costing or Techmcal 
Research as the case ought be Their businesses 
suffered the usual penalties of lack of balance Then 
they reviled scientific methods, when what they 
needed was more science Through apprehension 
of Taylor’s unpopularity with Labour, the broad 
lesson of his philosophy, of his fundamental attitude 
towards Management, was disregarded 

It IS, however, being recognised more clearly year 
by year, not only m the XJmted States but m almost 
every mdustnal coxmtry, that whatever the value 
attaching to Taylor’s particular systems and de- 
vices, permanent advance in the techmque of busi 
ness administration can only be achieved by using 
the scientific approach, the method of thinking, 
which he was the first to apply in this particular 
field Thus, in hundreds of factories where his 
name has never been heard of, and in relation to 
busmess problems which he never attempted, the 
effect of his work is felt It has issued in a less 
personal and more detached approach to matters 
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which present difficulty, an attempt to marshal, 
analyse, and measure the facts, to base con- 
clusions and action on controlled experiment rather 
than on tradition or guesswork. It has given to 
business men an altogether new conception of 
efficiency, of what is possible with modem methods 
of machine production. 

In the second place, there has been a profound, 
though recent, change in the attitude of organised 
labour towards work. This change of attitude has i 
been taldng place among the leaders of labour I 
with accelerating speed during the last three or/ 
fogr years. The unprecedented prosperity which' 
has been enjoyed by the United States has been 
explained in terms of a doctrine of high wages.] 
It is improbable that this principle was applied as 
deliberately as some subsequent observations suggest.l 
But it has engendered a very definite assumption 
of wider responsibilities by certain employers. Over 
increasing areas of industry it is recognised that, 
whatever the immediate economic argument for 
wage reductions from the standpoint of a particular 
factory, such a policy has a wider re-action in\ 
reducing the total purchasing power of the market 1 
as a whole — a re-action which in the long run is 
bound to affect adversely the individual employer 
who has benefited by the immediate reduction. 
Closer attention to the organisation of production 
has emphasised the fact that decreasing unit costs / 
are not irreconcilable with increasing individual j 
earnings. There is a growing recognition that the ( 
stimulus of high piece rates is entirely neutralised ] 
imless there is a conviction among the workers ' 
that such rates Avill be immune from arbitrary 
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cutting These considerations have all led to the 
more general conception that m times of adversity 
the ea rnin gs of labour are the last, and not the 
first, direction in ■which the employer should look 
for economies 

At the same time the general scientific approach, 
■which Taylor had applied more particularly to the 
immediate problems of production, was carried over 
mto the wider issue of improved relatioris between 
emplojers and employed It was recognised that 
this question is not merely a matter of chanty or 
goodwill on the part of the management, but a 
senous busmess issue on which the competitive 
efi&ciency of any undertaking ultimately depends 
Rapid advances m the study of factory hygiene, 
fatigue, and experimental psychology indicated 
directions m which science could assist the manu* 
facturer Amencan employers, viewing the organ- 
ised hostilities of European industry, and faced 
■with a gro^wing, though less consohdated, Trade 
Umon movement, have devoted an ever-closer 
attention to the roots of discontent. The detailed 
study of mdustnal relations in the mdividual 
factory has given nse to a wealth of experiment 
m many directions 

The leaders of Amencan labour did iwt fail to 
note that in the enterprises which had most 
thoroughly absorbed the outlook of Scientific 
ilanagement both these conceptions, so "Vital to 
the future welfare of the irorker, "were most readilj 
accepted, and led to the most successful develop- 
ments Time was given for expenence to demon- 
strate that the ruthless or ignorant apphcation of 
Taylor’s devices was a poh(^ doomed to failure 
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Dy its owTi inherent weakness. Employers became 
more cautious and eclectic in the employment of 
consultants. The bogus efficiency engineer proved 
a temporary scourge. The widespread national 
movement for the elimination of waste, which 
owed its inspiration to Mr. Herbert Hoover’s 
Secr etaryship of the p epartmmrt ~of CommerceZ had 
its effect. In recentyears the President of- the 
Amencjin Federatio n of L abor has if^uently 
'S polcen boldl vLiiOa TOur of measures for th e more 
scientifi c organisation of production. , At~^ recent 
conference a representative of the printers described 
how his union had established their own consulting 
engineers. These were prepared to assist the 
employers of the industry to increase the e:^iency 
of their establishments on scientific lines. 

A similar change is noticeable in Great Britain. 
Particularly in their attitude towards piece-rate 
and bonus methods of payment, a number of Unions 
have considerably modified their policy. Notably, 
the Amalgamated Engineering Union have declared 
in favour of such methods subject to suitable safe- 
guards. Recently a section of workers in the 
dj’^emg trade struck against the failure of a certain 
number of the employers to adopt payment by 
results. The Report of the Committee on the 
Health of Munition Workers first called pubhc 
attention to the fact that excessive hours and 
adverse working conditions are not only undesirable 
from the human standpoint, but involve definite 
economic loss. The Industrial Fatigue Research 
Board and the Institute of Industrial Psychology, 
established as the result of this inqiuiry, have worked 
quietly but with increasing success throughout a 
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decade 'While they have acknowledged no direct 
allegiance to Taylor, and have m certain cases 
demonstrated fallacies m some of his detailed 
methods their approach to industrial problems is 
fundamentally m Ime with his basic philosophj 
It has demonstrated to the workers that the scientific 
spirit, properly understood, recognises no parties 
and no interests It is concerned solely with 
establishing the facta The conclusions which follow 
may, and frequently do, pomt to just such develop 
ments as are the avowed objects of Trade Umon 
pohcy 

At a recent pubhc conference the Secretary of 
the Iron and Steel Trades Confederation said 
‘ Rationalisation involves Scientific Management, a 
much misunderstood term This does not mean 
the regimentation of labour, a sort of goose step 
to the time of the machme, ^it means the science 
of good management, good government m mdustry, 
apphed to the workshop, wi nnin g the co operation 
of labour for the ehmination of waste in human 
effort material and oiganisation, and in gettmg 
the best results in productive enterprises and 
services } Combmed with this is the acceptance 
of the prmciple that, in the science of good manage- 
ment, cuttmg down wages and extendmg hours of 
labour is the last and not the first resource ’ ^ 

Similarly the resolutions of the World Economic 
Conference on Rationalisation were endorsed by 
all the leaders of organised labour who were present 
Great care was taken in draftmg the resolutions 
to secure that due safeguards for the mterests of 

* Arthur Pugh, Secretary Iron and Steel Trades Conlederat on, epeah 
mg at League of ^ at ons Uzuon Conference The Guildhall, December 1 5th 
19 7 Reprint^ m World Protpmty and Peace 
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the -workers were emphasised as a necessary part 
of any scheme for introducing Scientific Manage- 
ment. The supposedly ruthless atmosphere which 
surrounded Taylor’s work in its early years has 
almost completely disappeared. The employer in 
Great Britain who wishes genuinely to improve 
the organisation and efficiency of his plant by the 
study and application of scientific methods has 
nothing to fear to-day from prejudiced labour 
opposition — always pro-vided that he is prepared 
to meet the legitimate interests of his workers to 
the utmost degree which the circumstances permit, 
and to take them into his confidence as to his 
purposes and intentions. 

A further aspect of the development of Scientific 
Management which is of i ntere st to employ ers, is 
the rapid spread of an intematib nalln i 6v: ^ent f or 
th e~~ex cliahgg7"brideas an d e^ erie nce bearing o n 
industrial mSaagg inent ^ The Government of Czecho- 
slovakia, very ably led in the difficult reconstruction 
period folio-wing the Armistice, saw the value of 
the idea, and the contribution it could make towards 
the reconstitution of European industry. The first 
International Congress was held at Prague in 1924. 
It was attended by delegates from six difi’erezit 
nations in Europe and representatives from the 
United States. In 1925 a further congress was 
held at Brussels. On this occasion ten. nations 
were represented. The third congress took place 
in Rome in 1927. Here the attendance exceeded 
all expectations. Over 170 papers describing 
developments and applications of Scientifio Manage- 
ment were contributed to the proceedings. The 
congress was attended by over 1,400 delegates. 
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representing forty-five nations In 1924 the Inter- 
national Committee for Scientific Management had 
been established to organise and carry forward the 
worlc of these Congresses. 

In 1927 the International Labour Office, in 
conjunction with the Twentieth Century Fund m 
the United States, and the International Committee, 
established at Geneva the International Management 
Institute The Institute was equipped with premises 
and staff The movement was thus provided with 
a central clearing house where mformation as to 
applications of Scientific Management from all over 
the world could be collated and classified The 
Institute also acts as a means of brmging mto 
contact the industnahsts of all countries who are 
interested m management questions. 

In several European countries, notably Czecho- 
slovakia, Germany, I taly, and Russia, national 
i nstitutions^ hs -ve been established ^tlTGovernment 
support for t he nur^^ of resear^ anJ propagan da 
along^cigntifie Slanagement Imes In other countnes 
national committees of a Volurifary character are 
domg interestmg and valuable work AH over the 
world mquines and experiments are proceedmg 
which are inspired with the idea of elimmatmg 
waste and perfecting administrative methods by 
the apphcation and extension of the scientific 
technique first employed m this field by F. W. 
Taylor. As methods for the exchange of experience 
and mutual co-operation aloi^ mtemational Imea 
\are developed, it is probable that the advance m 
th’ techmque of management will be even more 
rapici than that which has occurred in the last 
quartei-of a century. 
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Already Taylor’s general approach to management 
questions has been used in many fields, far outside 
the immediate problems of works organisation with 
which he was primarily concerned. That he himseh 
appreciated this possibility is illustrated by his 
study of golf-greens. Investigators are engaged in 
research in the applications of scientific method to 
agricultural work of various kinds, to domestic 
problems, to banks, and to Government depart- 
ments. 

Within the limits of the business world, mention 
has already been made of the important develop- 
ments in the study of industrial relations. , 'Scientific 
Management has been carried over into the field 
of distribution.) Experiments have been made 
in TEe more effective plaiming and control of the 
work of salesmen. Large areas of waste, with 
resulting possibilities of economy, have been 
revealed. Similarly the organisation and operations 
of retail establishments have been subjected to 
anatysis and measurement on Taylor lines. Instances 
can be cited from all branches of retail activity, 
large department stores, single shops, and chains 
of multiple shops. 

In short, the conceptions underlying Scientific 
Management can be usefully employed in every 
direction wh ere o rganised human „ effort .cal^_ for 
direction and control. That they should spread 
into every comer of business activity is in direct 
accord with the general intellectual tendencies of the 
time, and inherently in line with the march of 
events. 
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BCSEABCH 

C LOSELY allied to the application of scientific 
method to the problems of management, and 
equally covered m the resolutions of the World Eco- 
nomic Conference, is the movement towards the 
mtensive ap plication of researc h to the material and 
technical questions which arise in busmess life The 
accelerating tendency to apply the results of physics, 
chemistry, mineralogy, botany, biology, and countless 
other sciences to mdustna! processes is essentially a 
part of the rational oi^anisation of production and 
distribution The last quarter of a century has 
witnessed a tremendous growth not only of labora- 
tones and other institutions devoted to scientific 
study for its own sake, but of establishments of 
the largest size maintained by mdividual busin^ses, 
by associations of employers and by mumcipal and 
national governments for mvestigations mto the 
application of new scientific knowledge to mdustnal 
problems 

In this direction the opportunities for profitable 
action are more immediately obvious In the earher 
stages of machme production, the employer was 
typically a man who understood the techmque of 
makmg Bomethmg En^ish busmess was laigely 
bnilt on such practical skill, combmed with a keen 
appreciation of the importance of quahty and the 
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risk of sacrificing it to considerations of quantity 
production. There was, therefore, a definite em- 
phasis of interest in the direction of the problems 
of manufacture. 

As advances in knowledge of the physical sciences 
have opened the way to fresh sources of material 
of all kinds and to the possibility of new and 
cheaper manufacturing processes, the employer 
who wished to maintain a flourishing business 
has been compelled to keep abreast of such 
movements. If he would not, his competitors 
emphatically would. Apart from this the achieve- 
ments of the physical sciences, new products, 
macliines, and processes were more dramatic, 
easier to appreciate in financial terms, than 
the advantages to be gained by an improve- 
ment in management methods. Incidentally they 
were less personal, less inclined to encoimter the 
habits and traditions of the individual. 

Despite these considerations, however. Great 
Britain was somewhat slower than certain of her 
competitors in making full use of the enlarged 
resources which the scientists placed at her dis- 
-■posal. At the conclusion of the war, the Govern- 
ment was anxious to correct this situation. The 
Department of Scientific and Industrial Research 
was established. In addition to maintaining a 
number of laboratories for special purposes — notably 
the National Physical Laboratory — ^it has established 
twenty-six Research Associations in various trades. 

These Associations are co-operative: part of the 
fimds are provided by the Government, and part are 
subscribed by the various firms who are members 
of the Association. They imdertake fundamental 
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researclies into scientific questions bearing upon the 
industry concerned, particularly where such in- 
quiries appear too costly or likely to occupy too long 
a period, to be readily undertaken by the individual 
concern. In addition they provide laboratory facil 
ities and scientific service for firms which are not 
in a big enough way to employ special staSs 
Many of the larger factories in the country mamtam 
their own chemists and r^earch engmeers. Important 
Research Institutes have been established by certam 
mdustnes apart from the work of the Department 
But, while great strides have been made m the 
application of the physical sciences through pure, 
and apphed research, the situation is still far frdm 
satisfactory It is clear, m the first place, that 
Great Bntam is spendmg far less on constructive 
mdustnal research than the Umted States, and 
probably rather less than Germany Moreover, 
far less than the full possible use is bemg made of 
the results which have been achieved m many 
directions For this there are various reasons 
There are still a large number of busmesses m 
the country where those responsible h ave not y et 
appreciated the full significance of modem sci entific 
development, even on the techmcal side They 
prefer to trust to traditional craft skill and the 
methods which have proved profitable m the past 
Or they lack the moral cojuuge to face the alterations 
m organisation and the wntmg down of machmery 
which are constantly necessary if they are to keep 
abreast with scientific discovery 
Apart from these, many who ajpreciate dimly the 
force of the tendencies to which they are subject, 
who are even ready in a general way to subscribe 
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to research undertakings, are unable to apply the 
findings of the iuTestigators in their own factories. 
Lacking the scientific knowledge themselves to 
comprehend what is imphed in the various develop- 
ments which are taking place, they seem imable to 
organise their businesses so as to obtain the necessary 
assistance. Or, where they possess the skilled 
assistance, they seem unable to integrate it with 
the craft methods and the normal system of control 
■within the works. In an old industrial country 
such as Great Britain, there is necessarily a big 
weight of tradition. The introduction of new 
technical methods imdoubtedly encounters greater 
resistance, and requires a more sustained efiort on 
the part of those in control, than is the case -with 
some of her competitors. But cases are hot lack- 
ing of manufactiu-ers blandly inquiring from their 
Research Associations as to problems on which 
they had received fxill information a couple of years 
before, or devoting considerable time, efiort, and 
money in conducting experiments on questions which 
had already been exhaustively worked, and concern- 
ing ■which ample knowledge was readily available. 

It is in this direction that Rationalisation has 
the most direct bearing on Research in the narrower 
sense as limited to the technical side of production. 
Large expenditimes on staff and equipment, the 
most perfect laboratories, and the most highly- 
skilled investigators, must fail of adequate results 
in industry, imless businesses are so organised as 
to apply their findings promptly and effectively. 
This is largely a question of correct management 
structure, which makes due pro^vision for the dele- 
gation of responsibility so that those in control are 
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not over bxirdened mth detail, and winch at the same 
time secures that all necessary types of skill are 
provided and co ordinated Modem science is at 
present developmg, specialising, and expanding its 
fields of inquiry, at a speed greater than that shown 
by the majority of busmesses in adjustmg them- 
selves to the new conditions ^Practically speaking, 
it IS only the scientifically managed factory which 
IS m a position to take full advantage of the 
progress of mvention and discovery j 

The term Research has so far been used m the 
somewhat narrow sense of labor atory wo rk m the 
physical sciences For reasons already given, this 
aspect of the question has received the most atten- 
tion in Great Britain But the idea of research 
methods and their application to mdustry covers a 
far wider field Bro adly spe aking, wherever a 
manufacturer diverts any i>ortion of his resources 
from the normal routme conduct of his busmess, 
either to mqmre into the facts on which his future 
decisions should be based, or to examine_the^pos5i- 
bihties of improving his met hods m direc tion, 
he IS engagmg m research Viewed in thisTight, 
research appears as one of the first essential steps 
m the general process of developing a more scientific 
form of mdustnal control 

In the mdividual busmess several difficulties are 
normally encountered in developing research work 
The day-by day conduct of the concern usually calls 
for close attention and unremittmg eSort If the 
staff IS economically balanced, the whole time and 
energy of the principal managers are occupied by 
their existmg duties Improvements, where they 
are mtroduced, are conceived humedlv, and are 
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frequently carried out as the result of a special 
drive after the normal day’s work is accomplished. 
Where the expenses of the undertaking are closely 
controlled, as they should be, the engagement of 
extra employees seems difficult to justify. The 
results of researches which have yet to be under- 
taken appear speculative and vague. 

As the knowledge hearing on various forms of 
business activity becomes more detailed and more 
refined, the standard of education necessary to 
absorb it, and to apply it to concrete problems, 
rises. To ' see quickly how a new development in 
any particular science can be integrated with the 
daily practice of a large organisation calls for con- 
structive imagination. This quality is not readily 
developed by a close attention to routine duties. It 
calls for a manager with unusual powers, and a high 
degree of training both theoretical and practical. 
Such men are rare, and, when available, are the 
first to appreciate and to be absorbed by the numer- 
ous duties and responsibilities which exist in every 
vital industrial enterprise. 

At the same time, the evidence of every successful 
business which has undertaken serious research 
work is conclusive. It pays, not only in the material 
sciences, but in many other directions. For instance, 
the organisation and systems of every business, 
however well-managed, require constant amend- 
ment if they are to keep pace with changing con- 
ditions of trade. It is almost impossible for the 
man engaged in routine administration to do this 
work. Other reasons apart, mere force of daily habit 
blinds him to wastes and unnecessary complexities, 
which are quickly visible to an outside investigator. 
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In general, experience suggests that m most 
instances research should be entrusted to members 
of the staff specially allocated for that purpose and 
freed from any routme duties Such investigators 
need not themselves, however, be highly-tramed 
m all instances Where the duties of management 
are suitably divided between the principal officers 
of a busmess, so that each specialises m one or a 
few functions, such officers can provide the stimulus 
and specialised knowledge necessary to gmde 
subordmates specially allocated for research m 
those functions Careful organisation will secure 
that the routme duties allotted to them allow them 
time and opportunity for this work 

The mam essential is an appreciation that work 
definitely directed towards the improvement of 
methods and processes m every branch of the 
busmess is necessary and profitable It cannot be 
earned out by tired men deeply immersed m daily 
administration Nor is it safely entrusted to those 
immediately concerned with the routme manage- 
ment of departments and sections Save m the case 
of the very smallest enterprises, the employment of 
at least one member of the staff defimtely entrusted 
with this duty will always be foimd to be a wise mvest- 
ment In larger concerns the numbers which can 
be employed economically in specialismg m various 
types of research have always exceeded the expecta- 
tions of those who have attempted the method 

Other directions m which research methods have 
been appbed successfully to busmess are numerous 

The older conceptionjof Accountancy as a means 
of preventmg speculation and of showmg the general 
cash results of busmess transactions at infrequent 
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intervals, has been greatly modified, partly as the 
result of the app lication -oJLstatisticaLmethods to 
business control. St atistical scien ce is, of course, 
in i tself a method o f Vesearch. It Eas^'Been'appiied 
in many directions to throw more fight on the 
actual facts of business. The comparatively new 
prof ession of_.C osting goes behind the general profit 
and loss in any period, to the detailed expense of 
various items in the total and to the contribution of 
the different articles and sections to the profit figure. 

Following on the more exact view of the facts of 
expenditure thus rendered possible, business men 
evolved better methods of maintaining constant 
control of the elements of waste. Modem manage- 
ment demands that expenditure in excess of what 
is anticipated or of what the business will bear 
should be examined and checked immediately. It 
is of little use to hold a “post mortem” examination 
after such expenditures have accumulated and have 
resulted in a loss on the trading period. This has 
led to the evolution of a technique of Budgetm g. 
All exp endit ures,._a nd receip ts are.^estunated_in 
advance, a nd a definite m argi n of profi t is_planned 
fof“fKe accounting period. Figures of actual re- 
sults are presented at frequent intervals. Those 
responsible for the business are thus enabled to make 
the necessary adjustments to meet changing con- 
ditions of trade promptly and to secure a closer 
control over the actions of their subordinates. 

Statistical research has also developed the jiae 
of G raphic methods for analysing and presenting 
f^ts. Many tendencies and causes which cannot 
be discovered when presented in long columns of 
detailed figures, are readily observable if expressed 
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phjsically m lines or other geometncal patterns 
The limits of human attention and concentration 
can he much enlarged by charts, correctly designed 
to emphasise any deviation from the normal More 
over, figures expressed m this form are subject to the 
mathematical laws governing the behaviour of 
curves and correlations An additional check is 
thus provided for testmg the vahdity of conclusions 
In a TTider field statistical research is leading to 
the development of Busmess Forecastu jg One of 
the greatest difficulties from which busmess men 
have suffered m the past has been the recurrent nse 
and fall of general tradmg prospenty This penodic 
and apparently mexplicable alteration of boom and 
slump has been accompamed by disturbances of 
price levels and secunty values It has resulted 
m severe losses on stocks, great uncertainty m 
pla nnin g busmess developments, and acute unem 
ployment It has tended to produce among 
busmess men a fatalistic attitude towards their 
responsibihties They feel that they are m the 
gnp of external forces which they can neither 
understand nor control “Bad busmess condi 
tions” become the excuse for bad judgment and 
the absence of vigilant administration 

Economic science, usmg the method of statistics, 
IS m process of analysmg these movements and 
providmg methods of measurmg busmess tendencies 
No complete explanation of the whole process is 
yet available and it cannot therefore be brought 
entirely under the control of the commumty But 
there are already mdicatore which can he of great 
assistance to the individual trader m forecastmg 
movements of purchasmg power, money values. 
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and similar factors affecting general business con- 
ditions. He is thus enajjled to lay his own plans on 
a secure basis of fact and with less reference to the 
emotional atmosphere about him. The general feel- 
ing of optimism and pessimism whieh accompanies 
these business movements is itself pregnant with mass 
suggestion. M en’s feelings re -act_tO-.the .crowd .and 
cl oud their judgmen t. They thus exaggerate the 
current tendency. The mere fact that an increasing 
number of individuals in responsible positions are 
enabled to consider the situation in a detached way 
in the light of cold figures, will itself do much to 
reduce the rapidity and extent of these changes and 
to stabilise business conditions. 

Research methods are also being applied with 
increasing results to the materia l a nd moral f ac tor s 
which bear on the e^ciency of^^ose employed m 
industry. The work of the Industrial Fatigue 
Research Board and of the National Institute of 
Industrial Psychology has already been noticed. In 
both these cases we find a combination of the latest 
discoveries in Psychology and Physiology, based on 
laboratory experiments, with field research into 
results when they are applied to the practical prob- 
lems of the works. Such field research again makes 
full use of modem developments of statistical method 
both to measure its material and as a secondary 
check on the accuracy of its conclusions. 

Apart, however, from the apphcation of specific 
sciences, business men themselves are approaching 
questions connected with the employment of labour 
from the research standpoint. In many factories 
figures are compiled indicating the incidence and 
chief causes of absence, whether due to sickness or 
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to other reasons Problems of labour turnover — 
overtime and its relation to output, earmngs and 
efficiency, the selection of recruits, the effect of 
rest pauses and refreshments, and so on — arc being 
studied from this angle A manufacturer ■mshmg 
to test a new ventilation sjstcm, for instance, 
chose two rooms with similar atmospheric conditions 
and occupied by workers of the same sex, age, and 
general ph 3 rsical condition engaged on similar pro 
cesses, ho installed the new system in ono of the 
rooms, and then made careful comparisons of the 
incidence of sickness m the two rooms before and 
after the new apparatus was installed Controlled 
experiments of this description aro essentially research 
and lead to practical conclusions of great value in 
increasing tho efficiency of any worlang force 
Lastly, research methods arc mvadmg the P is 
t nbuti onJicld ‘ M arket Research /* ^ it is called, 
involves two rather separate lines of inquiry 
In tlio first place there is the intensive statistical 
study of particular areas from the standpoint of tho 
article in nhich it is proposed to trade Much of 
tius work can bo earned through by tho analysis 
and ro arrangement of existing published material 
Census figures, directories, and similar sources are 
employed to dissect the population into vanous 
appropriate groups according to purchasing power, 
special interest, family responsibilities, and so on 
Unemployment figures and other economic indices 
are used to correct tho actual results of distributive 
undertalangs and to separate tho fluctuations which 
arc duo to external circumstances from those which 
are attributable to causes lying witlun the control of 
tho organisation 
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Secondly, markets are examined by direct field 
research. This work is carried out by trained 
investigators who actually visit a large number of 
consumers. They ask a few simple questions about 
the product they are investigating and the buying 
habits of the individual. Their reports are collated 
and treated statistically. Provided a reasonably 
large number of people are included in the inquiry 
and the areas chosen are properly selected, valuable 
evidence is obtained by this method of “sampling” 
as to the possibilities of selling this or that article, 
and the methods of distribution fikely to yield the 
most satisfactory results. 

Generally speaking, the technique of applying 
these research methods tq^(fistribution questions is 
as yet in 'ah experimental stage. But they are 
already widely used, notably ” by some of the leading 
Advertising Agents, to test the available market 
for new products which are offered to them and to 
measure the effect of alternative channels of pub- 
licity. There are also a number of enterprises 
which specialise in providing research services of 
this type to the individual manufacturer. An 
approach along these lines to the very difficult 
problem of maintaining sales offers to the business 
man a far better prospect of definite and con- 
trolled results than the o lder “hit or mi ss” methods. 

As a result of these various tendencies, there are 
already a very large number of agencies in Great 
Britian which may help the individual employer to 
make a wider use of research methods. Some of 
them are definitely engaged in pure or applied 
research bearing on the broader problems common 
to whole industries. Others are concerned with 
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the provision of the statistical or other material 
which IS necessaiy for the successful apphcation of 
research methods to the problems of the mdindual 
busmess Others offer skilled assistance m the 
difficult task of applymg the results of more general 
researches to the situation of a particular concern 
Others agam engage m research activities bearmg 
upon mdustry as a result of professional association, 
and with a view to enlargmg the scope and use- 
fulness of the members of a particular craft Yet 
others are primarily educational m purpose, hut 
necessarily undertake much valuable research work 
in the course of preparmg their pupils for the various 
scientifio and technical occupations 
By far the largest proportion of such agencies 
are at present concerned with the physical sciences 
The work of the Department of Scientific and 
Industrial Research has already been described 
The Trade Associations which it has established 
vary very greatly m importance and value In 
almost every instance they are used to the full only 
by a circle of the more progressive employers In 
every mdustry there appears to be a proportion of 
undertakings, more or less considerable, whose 
management is lackmg either m the scientific know- 
ledge necessary to apply the simplest findin gs of the 
association’s investigators or m the enterprise to 
appreciate their significance m terms of profit 
In addition to these Associations, the Department 
either mamtams itself or co operates with other 
Government departments in mamtaunng, lahora- 
tones or research stations for special purposes or 
apphcable to special mdostries Several of these 
are prepared to undertake specific mqmnes mto 
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problems presented individual firms or associa- 
tions of employers. The actual cost of the necessary 
work only is charged. Services of this description 
are of special value to the small undertaking -which 
cannot maintain the skilled staff to deal with all 
the -technical problems with which it may be con- 
fronted. They are also of value to the larger con- 
cern in clearing the ground when new developments 
are under consideration which are outside its normal 
experience. Such institutions also can sometimes 
afford large-scale experimental equipment which 
would prove an improfitable investment if set up 
by the individual concern. The tank for testing 
wave effects maintained by the National Physical 
Laboratory is a case in point. 

In certain instances Trade Associations have, of 
their o-wn initiative, established important research 
institutions for dealing vdth the technological prob- 
lems of a particular industry. Examples are the 
Shirley Institute for the Textile Trade and the 
Institute of Glass Technology. 

The majority of the Universities have faculties 
of engineering and chemistry. Some of the newer 
foimdations, particxilarly in the industrial areas, 
are equipped -with schools of technology in a large 
variet}^ of trades. These are frequently established 
and conducted with special reference to the industrial 
req\iii’ements of the particular area and mth the 
ad-vice of Committees of employers. They are 
anxious to co-operate with the business world both 
to secure that their teaching is on lines which -will 
assure their graduates a technological equipment 
of practical value and to maintain touch with 
the latest industrial developments. Research and 
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experimental methods are an essential part of their 
cnmculum They will frequently undertake m 
vestigations for the individual busmess, provided 
that the problem is within the compass of their 
resources 

Certam research of a technological character is 
also undertaken by the various Institutes of Engm 
eers. Chemists, Jlmeralogists, and so on But their 
mam function from the standpomt of the employer 
IS to provide a clearmg house for new ideas and 
developments in the particular professions with 
which they are concerned Their hbranes m certam 
instances constitute the b^ available collection of 
specialised Uterature from all over the world beanng 
on the particular science and its mdustnal apphca 
tions All published material is thus brought to 
gether, and the immense task of keepmg pace with 
developments is facihtated Important work on 
fuel economy has been mitiated by the Federation 
of British Industries 

On the statistical side, a certam amount of research 
is earned out through the agency of vanous Govern- 
ment departments and special mquines The Board 
of "Rade supphes figures beanng on our imports 
and exports, and similar commercial questions 
The Ministry of Labour collates a large amount of 
information relatmg to Wage Rates m vanous trades, 
unemployment, and other mdustnal questions falhng 
withm its purview The Home Office, through its 
Factory Inspectors’ reports, and the Ministry of 
Health m dealmg with occupational disease approach 
the collection of data bearing on mdustnal life from 
yet other angles The Board of Trade Journal, 
the Ministry of Labour Gazette, and its annual 
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Abstract of Labour Statistics, all contain matter 
of direct practical moment to tbe employer. The 
decennial census of Production gives a synoptic 
view of the growth of British Industry; it is to be 
regretted that the work of coDating and tabulating 
the figures frequently delays publication till two or 
three years after the events recorded. 

On the whole, however, this vast accumulation 
of information is not presented or integrated in 
the forms most directty calculated to be of practical 
service in the solution of business problems. It is 
historical and statistical rather than a working tool, 
applied to immediate questions. It is in the course 
of special inquiries that the State’s resources of 
statistical material are most frequently focussed to 
a point, and made the basis of recommendations 
and decisions as to working policy. The Samuel 
Commission on the Coal Industry, and the Balfour 
Committee on Industry and Trade, are examples of 
such inquiries. 

Apart from Government activity, there are few 
agencies for statistical research. Here and there 
the Universities sponsor undertakings in this direc- 
tion, and certain important papers are presented 
to the Royal Statistical Society. In this connection 
the work of Sir Josiah Stamp and Professor Bowley, 
and some recent inquiries by Professor R. M. Carr- 
Saimders at Liverpool, are of interest to indus- 
trialists. In addition, the question of business fore- 
casting is dealt with by the London and Cambridge 
Economic Service — a joint undertaking by two 
Universities, intended to provide employers with a 
reasoned digest of all the statistical information 
bearing on the future course of trade. The Federa- 
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tion of British Industries also provides its members 
■mtb a statistical review of busmess conditions 

Research into accountancy methods and com 
parative costs has not yet been undertaken on any 
general scale The resources of the Institute of 
Costs and Works Accoimtants are hardly as yet 
equal to work of this description A certam amount 
of investigation m this direction has been done in 
connection with the special Government mqmnes 
already dealt with In addition, an important and 
e3lended inquiry resulted m the setting np of a 
standard costing system for the prmting industry 
This has proved an immei^e boon to employers 
engaged m the trade 

A number of important inqumes into various 
forms of occupational disabibty, the employment of 
the defective, and similar matters, have been 
undertaken by the Medical Research CounciL 

Physiology and Psychology are a field m which 
this country has tended to take a leading place 
Smee its foundation the Industnal Fatigue Research 
Board has published over fifty reports dealing with 
the mental and physical conditions making for 
effective production These investigations are con 
cemed with questions which are common either to 
industry as a whole or to all engaged in certam 
important trades The National Institute of Indus 
tnal Psychology and Phjszology, on the other 
hand, serves the mdividual employer Its staff of 
tramed mvestigators may be engaged at a fee to 
examme the situation in any individual concern, 
and to recommend measures for the apphcation of 
the latest scientific developments to the problems 
presented Its incre^ng fund of espenment and 
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experience in dealing witli the difficulties of a large 
variety of establishments is an important national 
asset. !Far-sighted employers are making an in- 
creasing use of its services. In addition, it is carry- 
ing through an important piece of research work 
on the subject of vocational selection. 

On the problems comprised under the general 
heading of "Welfare or Industrial Relations a number 
of investigations have been carried out. The 
Ministry of Labom has issued reports on Industrial 
Councils and Works Committees. The Home Office 
publishes two valuable series of pamphlets deahng 
with questions of industrial welfare and safety. 
Among voluntary agencies whose work includes 
inquiry into questions of this character are the In- 
dustrial Welfare Society, the Institute of Industrial 
Welfare Workers, the National Industrial Alliance, 
and the Labour Co-partnership Association. 

Market Research is as yet inadequately organised. 
The Department of Overseas Trade publishes an 
armual report on the economic conditions of 
most of the more important countries to which we 
export. The Empire Marketing Board has been 
conducting more detailed inquiries into suitable 
products, methods of packing and presentation, 
and other factors bearing on the volume of inter- 
imperial trade. The Federation of British Indus- 
tries, by means of its representatives in various 
markets overseas, keeps its members in touch with 
requirements and conditions. The BaKour Com- 
mittee has issued an important volume dealing with 
export markets in relation to certain basic in- 
dustries. But in general, the conduct of detailed 
statistical researches into the requirements of 
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certain specific markets, and the means by irhich 
manufacturers maj adapt their methods of pro- 
duction to meet the openmgs so revealed, has been 
left to private hands It is doubtful if, m view 
of the enormous field to be covered and the possi- 
bihties inherent m an enlarged knowledge of the 
facts, any mdividnal concern workmg for profit 
■will be able to do full justice to the opportunities 
for research m this field Some form of co operative 
and co ordinated national action appears to be 
essential There is m existence a Market and 
Management Research Association of Great 
Britam But while it has done useful propaganda 
work, its resources are small 
On the executive side of Distribution, the methods 
of giving practical effect to the pohcies determmed 
upon as the result of mquiry mto markets, httle 
has been accomplished The Incorporated Sales 
Managers’ Association of the IJmted Kingdom pro- 
vides a nucleus for possible organisation It has 
already undertaken several valuable mquines mto 
se lling methods But here agam resources are m 
adequate, and the professional sohdanty and mterest 
of this technical callmg have yet to be developed 
Fmally, the whole of the more general field which 
18 mcluded under the term ” Admin istration ” is 
woefully lackmg in agencies for Research The 
bulk of F W Taylor’s work ivas earned out m the 
mdividual machme shop It ■was primarily concerned 
■with the worker and his relations to his immediate 
supervisors He had little opportumty of extendmg 
his studies mto the more general issues of busmess 
administration Thus even those m Great Bntam 
who have most keenly appreciated the value of 



RESEARCH 


97 


Taylor’s philosophy, and of the technique urhich he 
developed in investigating business problems, have 
only slowly arrived at an appreciation of the full 
scope of the term “Scientific Management.” 

A leading French mining engineer and industrial 
leader, Henri Fayol, defined administration as in- 
cluding planning, organisation, direction, co-ordina- 
tion, and control. All of the industrial activities 
comprised imder these headings still await system- 
atic investigation as far as Great Britain is con- 
cerned. A number of employers who are interested 
in the question have organised themselves into 
Management Research Groups for mutual exchange 
of information and the development of inquiries. 
But the importance of work of this character and 
its ultimate financial value still await recognition. 
Personnel trained for research work in this field 
and adequate resources are alike lacking. 

In connection with the public and municipal 
services the situation is somewhat easier. The im- 
portance of administration is more readily recog- 
nised in an environment where the requirements 
of a consistent policy are less readily subordinated 
to the immediate exigencies of competitive trading. 
The publicity which is an essential condition of 
service under democratic forms of Government 
itself secures a closer attention to the principles 
on which action is based. The Institute of Pubhc 
Administration is doing important work in organ- 
ising the study and comparison of Governmental 
methods both central and local. Employers who 
are brought into contact with this Institute are struck 
by the close correspondence between the problems 
examined and those which face industrial managers. 
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THE FIELD OF MANAGEMENT 

I T IS clear that the field to be covered by the mdi 
vidual who aspires to manage a business scientifi- 
cally IS both wide and complex This is true whether 
the enterprise be large or small It is sometimes 
suggested that the refinements of modem knowledge 
and modem methods, whether m technique or 
administration, are the prerogatives of the large- 
scale concern It is imagmed that they are only 
applicable and useful where mass production and 
standardisation can be fully developed 
This IS not so Theoretically the proprietor of 
the one man business umtes m his own person all 
the functions and the activities which are character 
istic of the mammoth concern with a quarter of a 
milhon employees He should plan, organise, co 
ordmate, and control his own work He should 
buy and test his purchases He should manufacture 
and store He must sell He should keep records 
He should research mto new methods and opportum 
ties for improvement He should conduct corre 
spondence and transport goods and matenal In 
short, he should be a microcosm of all the Managmg 
Directors, Production and Sales Managers, Buyers, 
CJhemists, Engmeers, Psychologists, Advertising Man 
agers, cferks, foremen and operatives who staff a 
large modem works As surely as his work m any 
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one of these manifold capacities is less informed and 
less efficient than that of one of his many com- 
petitors, to that degree will he fail to conduct his 
business to the best advantage. 

It is, of course, impossible in practice to find the 
one-man business which is equally developed in all 
these various aspects of its activity. What usually 
happens is that such businesses prosper because the 
individual concerned has some particular capacity 
which enables him to render a special service to his 
customers which is personal to himself, and with which 
the concern with large resources cannot compete. 
Yet even in such cases, disaster frequently super- 
venes because in some one or more of the many 
necessary aspects of his work the individual is 
lacking in the essential minimum of knowledge or 
experience. 

The same is true mutatis mutandis of the small-scale 
raiit whether in production or distribution, employing 
from five to two hundred persons. Only in ex- 
ceptional instances can a business of this size afiord 
to employ really high-grade specialists in more than 
two or three of the main functions Avhich make up 
the total of its activities. In so far as it cannot do 
so, it is at a disadvantage compared with its larger 
competitors. This difficulty may be met by the 
employment of outside experts in a consultative 
capacity or by specialising members of the existing 
staff, who, while lacldng the educational back- 
ground and the advanced scientific training to de- 
velop the particular field in which they work to its 
highest potential, are enabled by their concentration 
on a particular branch of management to achieve 
a useful standard of special knowledge and sMU. 
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It frequently happens, however, as with the one- 
man business, that the special mterests of the m- 
dividual m control tend to concentrate his attention 
on one or two of the mam aspects of his business 
Moreover, unwillmgness to delegate authonty or 
perhaps to recognise to the full the possibihties 
mherent’m specialisation, even with a comparatively 
uneducated personnel, lead to the neglect of certam 
functions One expenenced busmess leader said 
recently that “it is more important to have all the 
fimctions of a busmess developed as to 10% of their 
possible efficiency rather than one function developed 
to 100% eflacicncy at the expense of some of the 
others 

This prmciplo of “balance” m the conduct of an 
enterprise is of the greatest importance It imposes 
upon those responsible the obligation of taking meas- 
ures to secure that each and every function is con- 
ducted with the maximum of detailed knowledge 
and specialised expenence which their resources 
permit them to command 

In the case of the large busmess umt with many 
thousands of employees and an ample turnover, 
the problem of providing for the necessary specialised 
knowledge is less pressing In many such concerns 
m Great Bntam research hbranes have been estab 
hshed which call the attention of the various specialist 
officers of the undertaking to everythmg new which 
IS published m their particular field The advantages 
of such an arrangement where it is properly organised 
can be very great In such cases, however, a new 
difficulty is encountered m securing that their 

’ Henry S Denmson speaking to the Market and Management Beaearcb 
Aa^oc at on of Great Bntam 
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various forms of knowledge may each contribute ' 
the maximum of advantage to the common purpose. 
That is to say, the question of organisation calls 
itself for special research and study. The pos- 
sibilities inherent in this subject have, as yet, been 
imperfectly reahsed by business men. 

Many businesses work successfully with an organ- 
isation which has grown up loosely over a period 
of years. But such undertaldngs are always at 
the mercy of sudden changes either in trading 
conditions or in their personnel. Moreover, as with 
smaller units, there is always the risk of special 
emphasis on certain fimctions, due to the exercise 
of those fvmctions by individuals with particularly 
strong personalities, or the failure of other individuals 
in the fimctions which they are presumed to repre- 
sent. A whole new series of problems in dividing 
up duties and activities, allocating individuals to 
the jobs so created, and co-ordinating their efforts, 
are brought into being immediately a business grows 
beyond the size which is susceptible to the direct 
executive control of a single personahty. When a 
body of highly-skilled speciahsts is correctly organised 
so that each one of them puts forward persistent 
and co-operative effort towards the execution of a 
common polic}’-, the results in output and profit far 
exceed those secured by a concern employing an 
equally competent personnel who are, however, less 
carefuUy co-ordinated. 

In Great Britain, however, as among the remainder 
of the industrialised nations, the typical forms of 
economic enterprise are in a stage of extremely rapid 
transition. Up to the end of last centmy, the unit 
business, whether large or small, with the single 
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factory and a single organisation, ^\as the normal 
expression of industrial activity To day the com 
b mation of businesses under a sin gle control plajs 
an increasingly important part in~ the economic 
life of the nation Such combinations appear in 
a very wide variety of forms, and are achieved as 
the consequence of manj different motives and by 
multifarious methods No satisfactory classifica* 
tion or descriptive terminology has jet been estab 
lished Words such as Merger, Fusion, Consohda- 
tion, Trust, Pool, Cartel, and the like are used m 
different senses by uTiters on economic subjects 
In practice all such arrangements imply to a greater 
or less degree a concentration of the Lgher control 
of a number of undcrtalangs which aro also, to a 
greater or less degree, independent umts In some 
of the larger combinations m Great Britain, over a 
hundred legally autonomous compames are brought 
under a single control 

^Vhile the actual number of smgle busmess umts 
is, of course, vastly in excels of the number of 
combinations, the proportion of the working popula- 
tion employed by such large multiple undertakmga 
is constantly mcreasmg They present a form of 
complex organisation, as opposed to the smgle 
organisation of the unit enterprise, which raises 
its own senes of problems for the management 
It is clear that their command of highly specialised 
technical skill of all kmds is greater than that of 
even the largest single concern On the other hand, 
the difficulties of co ordination, of securing that 
the fullest use is made of the available knowledge, 
arc proportionately greater Especially where the 
various umts m a combmation are widely separated 



THE EIELD OF MANAGEI\IENT 


103 


geogi’apliically, it is essential to secure some degree 
of local autonomy and authority in order to enforce 
responsibility. At the same time the views of those 
holding such locally responsible positions are some- 
times an obstacle to the full utilisation of all the 
specialised capacities at the command of the com- 
bination. 

The practice of different combinations as to the 
degree of centraKsation or delegation of authority 
and initiative with regard to the various functions 
of industry varies very widely. Broadly speaking, 
no common practice or defined principles have as 
yet been established in this matter, comparable 
to the generally accepted standards applicable to 
the organisation of the single unit enterprise. On 
the other hand, the potential economies inherent 
in large combinations, which usually constitute the 
underl3dng motive for their formation, must fail 
of realisation unless this broad administrative prob- 
lem is satisfactorily solved. Only when the rela- 
tions between the various units and the central 
controlling body are so adjusted as to secure that 
the whole of the specialised ability available is 
fully applied in every branch of the combination’s 
activities, can such ability be obtained and used 
on the most economical terms. 

At every level of business activity, from the one- 
man concern to the vast combination operating 
in a dozen countries, the responsible administrator 
or manager is faced with the same common problem. 
He has to secure that in every field of activity he 
brings to bear the fullest measure of scientific know- 
ledge which his resources can command. Only 
so can he secure that his effort is both well balanced 
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and flexible Lack of balance Tvill result in in 
efficiency in certain important functions Lack of 
flexibility 'Will lead to ignorance of, or failure of 
adjustment to meet, changmg economic condition^ 
■which are outside his personal control In either 
case he must face inevitable waste and loss 

If he IS to guard himself against these possibibtiea 
he must keep continuously before his mmd a picture 
of the v.hoU of the activities necessaiy for the sue 
cessful conduct of the enterpnse, and of the provision 
which he is making to secure that they are ade- 
quately performed That is to say, he must m the 
first place analyse the total effort involved m the 
efficient management of the concern mto its con 
stituent activities or functions 
The actual arrangement of such an analysis, the 
way in which the different actmties should be 
grouped, particularly forpractical purposes mdividmg 
responsibihty, is still to some degree an open ques* 
tion But the pomts leadmg to d^erence of opmion 
are, comparatively speakmg, unimportant Broadly, 
a standard list of the mam functions mvolved m the 
management of any undertaking is now generally 
accepted by all students of busmess organisation 
This list will of course ■vary as between produemg and 
distributmg busmesses, m that the latter ■will not 
mclude the function of production or manufacture 
Every busmess concern mvolves m the first place 
four mam groups of activities These are concerned 
with 


(a) G eneral Managem ent, that is the mamten 
ance of the organisation of the enter- 
pnse, the co-ordmation of effort, and the 
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exercise of a general executive control 
over all activities. 

(6) Fi nance , that is the provision of capital for 
equipment and working expenses, 
records to indicate progress from the 
cash standpoint, and other figures of a 
statistical character used as a guide in the 
control of activities. 

(c) Pr oduction , that is the actual extraction 
""“^r processing of raw materials, or the 
provision of a service. 

{d) Distributio n, the disposal of the goods or 
services provided by the business to 
those who require them. 

But underlying these main groups, and to some 
extent cutting across them, there are a number of 
functions which can be clearly distinguished and 
which, under modem conditions, caU for specialised 
Imowledge if they are to be handled efiectively. 
These are: 

(c) P ersonnel , that is all the tasks directly in- 
volved in handling the employees of the 
concern of every grade, in engaging them, 
in dismissing them, and in caring for 
their welfare in the broadest sense. 

(/) Tech nicaLB esearch, that is the maintenance 
of the processes and equipment of the 
concern at the highest level of efficiency 
possible in the light of the scientific 
knowledge ‘available. 
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(j) PurcliasRig, that is the maintenance of all 
supplies of any kmd required by the 
enterprise 

{h) T ransp jirt, that is all the tasks mvolved in 
""’’the moving of materials or goods, 
whether within or without the factory 

Moreover, fallmg withm the mam groups, though 
sometimes as a matter of convemence allocated to 
one of them and sometimes to another, are other 
special activities Thus the maintenance of the 
orgamsation requires initially that it shall be built 
up m accordance with the law of the land governing 
that particular form of enterprise, and there are a 
number of other causes which may force a busmess 
to undertake activities of a legal character Busmess 
organisation itself is a special study requiring much 
research and uuremittmg attention to developments 
m this field m all parts of the world In all large 
concerns the office methods employed call for the 
concentrated attention of one or more specialists 
It 18 not possible for the manager with other more 
important duties to keep in touch with the very 
rapid growth of new forms of office machinery and 
eqmpment, or to devote the necessary time and 
attention to working out and applymg new systems 
Under the financial group there is a tendency to 
dis tmgiiish between the work of the Accountan t 
proper nf ffift^lo st A c countant o r_StatiS‘ 

tician The latter is primarily concerned"' with 
Statistical records rather than with the double 
entry system of the busmess which leads up to its 
Trading Accoimts In addition, m the sections of 
this group there must also be mcluded the new 
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science of B usiness Forecastin g Avliich is directly 
concerned with, the financial control of an enter- 
prise. This lias necessarily to he handled by a 
trained economist if the best results are to be 
obtained. 

The Production group gives rise to special 
technique both in the direction of Planning and of 
Design. While there is at present no recognised 
profession of Planning, and insufficient definition 
of the functions and position of those occupied with 
Design, the distinction between those activities and 
the day-by-day conduct of producing departments 
is now fairly clearly recognised. The separation 
of Planning from performance was one of the 
principles most strongly emphasised by the earfier 
students of Scientific Management. 

TecJ^cal Research, in the sense given to it here, 
covers, of course, a very large number of difierent 
specialists. The maintenance of processes and 
equipment may involve the knowledge of archi- 
tects, chemists, and a large number of engineers in 
special trades. In addition it may call for workers 
in a variety of other sciences. How far each of 
these fields of special knowledge should be ex- 
ploited separately is a matter for the individual 
concern. But undoubtedly one of the main diffi- 
culties of admmistratmg modern technical processes 
is to obtain sufficient initiative for an increasing 
number of specialist occupations without losing the 
necessary co-ordination of those activities. The 
sub-division of the profession of engineermg into 
a large number of highly speciahsed techniques is 
an example of a process which is steadily spreading 
throughout the dulled professions. 
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The Distribution group has usually hitherto been 
regarded as including the functions of Selling and 
Advertising But it is becoming recognised with 
increasmg emphasis that the actual task of sellmg 
goods or of controlling those who sell them, differs, 
m the personal quabties and the knowledge it de 
mands, from the task of exaraimng the potentiahties 
of new or existing markets In certain very highly 
organised modem busmesses the subject of market 
mg or merchandismg is treated separately from the 
administration of the actual sellmg or advertismg 

It seems probable that the next hig step m the 
evolution of busmess organisation will be the general 
recogmtion of a group of problems, which may be 
included under this head of marketing or “'Merchan- 
dismg,” as a quite distmct function, calling for the 
attention of a separate division or department equal 
in importance to the departments of Production, 
Distribution and Fmance Such problems mclude 

(а) The question of what goods the busmess is 
to sell, how IS its price list to be constituted’ 
Is it to contain one Ime or five Imes, or five 
hundred’ When are Imes to be added, and 
m accordance with what prmciples’ When 
are Imes to be withdrawn from sale’ 

(б) The question, closely related to the last, of 

exa minin g n ew uses for _th e goo^ which the 
busmess is m a position to make, or even of 
mventmg new wants which it will be m a good 
position to supply An example of the first 
process was the discovery that the disinfectant 
“Milton” could also be used for cleamng 
dentures An example of the second is the 
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■work done by a mamifacturer of sealing wax 
to popularise the making of artificial jewellery 
and other decorative craft work in this 
medium. In the past such issues have fre- 
quently been left to chance. But the modern 
business manager who wishes to make a 
positive and constructive effort to enlarge 
his market must organise the search for 
opportunity dehberately. 

(c) The question, when new fines are to be 

launched, of their exact design and presenta- 
tion, the met hods of p ackm g and label ling, 
the markets to whichT the^ are first to be 
introduced, the publicity to be arranged, and 
above all the co-ordination of the various 
specialised activities in a definite progra mm e 
so that the issue may take place with every 
detail ready. 

(d) The question of the price policy to be pursued 

by the business. Is it going to attempt to 
sell X units at A shillings each yielding £Y 
of profit, or wifi, it attempt to seU. X units 
at A-1 shillings each yielding £Y-1 of profit, 
but a larger profit in total owing to the 
economies possible with a larger output? 

(e) The question of how much the business is 

going to attempt to seU in each succeeding 
period. What is the task it wiU set before 
its salesmen? On what figures is it going to 
base its plans for production? Without such 
planning in advance, ordered management 
is impossible. Even where this decision as 



no THE MEANING OE RATIONALISATION 

to futtire sal^ is not arrived at consciously 
and debberatelj, it is nevertheless taken in 
fact, if not m trord 

(/) “What arrangements are to be made to keep 
the busmess informed of the activities of 
competitors and the relative position on the 
market ■which it occupies’ 

(g) What is the policy of the business with regard 
to quahty’ What standard is to be set and 
how IS it to be mamtamed’ 

{h) Is the busmess to seek to expand its sales by 
its existmg methods of distnbution or by 
new methods, by more intensive effort m its 
existing markets or by seeking new markets’ 
If decision on these questions is to he based 
on investigation and research, what form is 
such research to take and how is it to be 
organised’ 

It will be noted that the great majority of these 
problems are on the border line between the more 
obvious administrative duties usually assigned to 
Production and Distribution Moreover, to some 
degree, they involve an me'ntable conflict of im 
mediate mterest For instance a simplified price 
list IS a necessity for economical mass production 
on the other hand, too narrow a limitation of the 
range offered may make it impossible for the sales 
force to achieve the required turnover Rapid 
adjustments to meet fluctuations m fashion and 
consequent demand will raise production costs 
failure to adjust qmcldy enough 'will result m suiplus 
stocks and consequent lo^ Someone has to decide 
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at what moment a market tendency may be regarded 
as established and plans must therefore be changed. 
A new line presented by production may be techni- 
cally adequate, but unsuited to the requirements of 
the market at that particular moment. 

Decisions on all these issues go to the heart of 
the commercial policy of the business. In any small 
undertaking they will probably be dealt with by 
the Managing Director himself in consultation with 
his Production and Distribution Managers. But 
they necessarily involve a considerable amount of 
detailed co-ordination. And as the undertaking 
grows in scope the Managing Director must neces- 
sarily free his hands of all routine or recurrent 
activities of this description. On the other hand 
the conflict of immediate interests to which we have 
referred involves an unnecessary strain on the good- 
■vvill of the Production and Distribution Managers 
if they are merely left to adjust these matters 
between them. 

For all these reasons certain progressive businesses 
have already tried the policy of introducing a special 
Marketing^Jfenager — a third party’noFni'vmlved in 
the immediate administrative preoccupations of 
either maldng or selling — ^to whom these special 
duties are entrusted. Obviously he will not need 
a large staff, his work being rather investigational 
and deliberative than administrative. But personally 
he must be at least equal in authority and experi- 
ence to the managers of the other main divisions 
of the business. 

It is too early as yet to say whether this actual form 
of organisation structure will prove permanent in 
business life. It has undoubtedly served a very 
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viseiul purpose m callmg attenticm to the separate 
character of these marteting problems and their 
integration “with both production and distribution. 
It thus emphasises the fact that they cannot be 
settled separately by either party if a balanced 
judgment is to be obtained In any bv^mess ■which 
aspires to a scientific form of management, 
machmery must be established by which they can 
be isolated, mvestigated, and made the subject of 
definite decisions Their very importance from the 
standpomt of the profit and loss account has some- 
times m the past led to a certam slurring of the 
issues, no individual wishing to take the responsibihty 
of makmg definite estimates in an uncertam field 
where mistakes and their consequences are so obnous 
and so serious Whatever the actual form of such 
machmery, the pomt of major importance is that 
the Managmg Du’ector or other chief executive 
should hims elf appreciate clearly the existence of 
this group of questions and their special character- 
istics The signs that this is mcreasmgly recognised 
are probably the most important smgle development 
m the field of management at the present time. 



CHAPTER Vm 


THE FIELD OF ADMTNISTEATIOIT 

T he previous chapter was concerned with the 
internal “management” of a single enterprise 
and the duties and activities involved. The term 
“management” is often used as synonymous with 
“administration.” One of the first of the conse- 
quences which follow from a more scientific approach 
to business problems, is an attempt to define more 
accurately the terms employed in talking and writing 
about industry. This can only he done in the light 
of a detailed analysis of the actual activities and 
duties which are covered by such terms and their 
relation to existing business practice. Confusion, 
often quite unconscious confusion, about the powers 
and responsibilities attaching both to individuals 
and to appointments is one of the most fruitful 
sources of waste in economic life. It leads to endless 
misunderstanding and discussion — discussion which 
has often no relation to facts, to reahty, but only 
to the use of the same word by various people with 
different meanings. 

In Great Britain the Joint Stock form of business 
organisation has been imposed upon and has largely 
superseded the older forms of individual ownership 
and private partnership. In a great many instances 
our Limited Liability Companies have not been 
established de novo, but have evolved from one of 
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the older types, the new legal form being added to 
the structure of an existing business Under the 
earlier types of organisation the owner or partners 
usually carried out themselves many of the executive 
duties and responsibibties concerned with the con 
trol of the business Arrangements for co ordmatmg 
their mdividual activities and for definmg their 
respective functions were often of the loosest 
They partook of the character of casual under- 
standmgs arrived at in conversation between friends 
or relations, rather than of any more busmesslike 
agreement Instances are not wantmg in which 
quite large busmesses were conducted by a group 
of partners without any definite arrangement for 
regular meetmgs between them or any formal record 
of their decisions The same mdmdual m the same 
morning would take part in a discussion involving 
issues of the utmost moment for the future policy 
of the busmcss, and also occupy him self ^vlth qmte 
subsidiary details of the executive management 
The law governing the constitution of limited 
liabibty compames provided for a more precise 
division of functions The responsibihties of Direc- 
tors were to some degree defined, and methods of 
recordmg the more important decisions as to financial 
policy were prescribed In cases where such Direc- 
tors were appomted to the Board from outside the 
ccvncem, they usually took no part m the executive 
comtrol, and it became clear that there uas a dis 
tmetusn between the more advisory and dehber 
ative Cities which they carried out as Directors, 

many mstaiib^s the former partners became Directors 
of the new comjiany and at the same time contmued 
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their previous participation in the management. 
ViTiere the two fimctions were thus combined in 
a single individual it was often difficult for him to 
appreciate the distinction between them. The title 
“Managing Director” did something to clarify the 
situation. 

But it still frequently happens that a Director 
who is also concerned in the management -will assume 
in the latter capacity powers and responsibilities 
which properly only belong to him in the former, 
and which should lapse when the Board is not 
sitting. This confuses liis relations -with his col- 
leagues in the management, hampers the establish- 
ment of clear-cut lines of authority and responsi- 
bility, and introduces opinions as to policy into 
areas in which they have no place. On the other 
hand, the proper duties of Directors as Directors 
tend to be lost sight of. The broad questions of 
policy over long periods, which should occupy the 
Board, are crowded out by discussion as to details 
of management. The objective review of facts, 
which is essential to vise decisions, is obscured by 
those minor personal rivalries which inevitably 
occur among any group of men engaged in the 
various phases of a complex but integral operation. 

It is for these reasons that it is of particular 
importance to define the activities which properly 
belong to a Board of Directors and those which 
form part of the duty of a Manager and are con- 
cerned with the executive control of the enterprise, 
One definition which has been suggested reads; 

Administraiion is the function of industry concemec 
with the determination of the corporate policy, co- 
ordination of production, finance and distribution 
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|the settlement of the compass of the organisa- 
> tion and the ultimate control of the executive” 
Over against this are set the duties of management 
I Managemtnl is the function of industry concerned 
^ Tvith the canymg out of policy within the hmits 

set up by admimstration and the employment of 

the organisation for the particular objects set before 
it”» 

In dealmg with rationalisation the problems of 
admmstration are lai^ely those which arise outside 
the compass of the concern itself The employer 
who IS anxious to conduct his busmess efficiently 
cannot limit his attention to the mtemal organisa- 
tion of his own concern Wide and complex as is 
the field of modem busmess management as described 
m the previous section, detailed acquaintance with 
its developments is but a part of the wider task 
of conductmg business enterprises 
Undertakmgs of all descriptions are not only 
entities concerned in the successful pursuit of their 
own ends, they are also units m far wider groupings 
These groups again are themselves often only 
constituent elements in still larger organisations 
These groups and organisations exist for many 
purposes, some specialised and some general In 
the relations between these groups and their reaction 
upon each other are created currents of feehng and 
opmion which constitute one of the most important 
features of our economic civilisation Their com- 
plexity os constantly mcreasmg But the busmess 
man who wishes to steer his enterprise successfully 
cannot aSord to jgn<no ibees 
For instance, it is imi>os3ible under modem con- 

* O Sheldon PAtloaopAjr of SlannQtmenl 
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iions for any single concern to ignore the move- 
jnts and tendencies which express themselves in 
rious forms of trade organisation. Up to the end 
the luneteenth century, the organisation of 
siness men into associations representing particu- 
’ trades, or into associations such as Chambers 
Commerce representative of geographical areas, 
veloped only slowly. Such forms of combination 
rang spontaneously from the need to defend or 
promote some special common interest, rather 
an from any •wider conception of the possibilities 
corporate action on a permanent basis. 

To-day the position has been substantially modi- 
d. The tendency of organisations of workers "to 
andon their earher local or craft basis, and to 
come fused in large-scale national Trade Unions 
many of them covering the whole of the workers 
a given trade or industry — ^has had its counter- 
rt in similar national organisations of employers 
a trade basis. Chambers of Commerce have been 
ked up into national and international associations. 
>-day there is hardly a single trade in the country, 
a single locaUty, which does not possess its per- 
inent machinery for organised co-operation. This 
ichinery has again been Hnked up in various ways 
r certain general or special pimposes. For instance, 
e majority of Trade Associations in the country 
B members of the Confederation of Employers’ 
■ganisations for all purposes of Trade Union 
gotiation, and of the Federation of British In- 
istries for other general commercial purposes. 
Another influence which has contributed largely 
this pyramid of inter-lockhig associations is 
e establishment of Trade Boards and of Joint 
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Industnal Councils m a large number of trades The 
fringe of more individualistic busmesses-, Trhich did 
not prove susceptible to the general tendency 
towards voluntary co operation, were subjected to 
definite propaganda, and to a senes of motives 
impelling co operative action 
The power of these different types of groups varies 
within very wide limits In a great many instances 
It IS clear that the discipline which Employers’ 
Associations are able to exercise is weaker than that 
of the great Trade Umons, a fact which has led 
to frequent difficulties in the course of negotiations 
But on the whole the tendency to regard such bodies 
as limited m theu" action to negotiating with other 
bodies too large to be dealt with by a smgle concern 
IS giving ground to a much wider and more con- 
structive view of their functions and possibihties 
The development of co operative research under the 
Department of Scientific and Industnal Research, 
and also by trades acting independently, has been 
largely organised and financed by the more advanced 
sections of the Trade Associations concerned 
Marketmg, export, and many other problems have 
been handled in this way by one trade or another. 
It 13 clear that the administrator must to day m- 
clude in his purview the whole field of corporate 
action within his own trade, and the relations 
involved between that trade and contributory in- 
dustries, its competitors and its customers 
Another subject, wider than the individual con- 
cern, which the efficient administrator must keep 
bus, is tbs ssoysiasst Sea- tbs .simplification 
of processes, patterns, and products, and for the 
adoption of recognised standards in busmess While 
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the movement in this direction in Great Britain 
lags behuid the rapid development which has taken 
place in the United States under the stimulus of 
Mr. Hoover’s secretaryship of the Department of 
Commerce, and in Germany under the leadership 
of the Reichskuratorium, it has a long history, and 
is of outstanding importance in many trades. More 
particularly in the engineering industries, the work 
of the British Engineering Standards Association 
has resulted in the establishment of accepted 
measurements and forms of contract for a very wide 
range of manufactured articles, and in a drastic 
reduction of the number of sizes and patterns in a 
variety of important instances. Outside this devel- 
opment, important standardisation work has been 
carried out by the paper-making industry in re- 
sponse to a demand from the Federation of Master 
Printers. A Committee has recently been estab- 
lished by the President of the Board of Trade to 
further the development of simplifying and stan- 
dardising activities throughout Great Britain. 

The enormous wastes which result from an undue 
multiplication of patterns and types of goods under 
the pressme of competitive salesmanship is as yet 
imperfectly realised. But employers in many in- 
dividual instances have made experiments within 
their own factories which have brought home to 
them the possibilities of cheapened production 
where complexity due to this cause can be 
eliminated. 

The effective action in this matter open to the 
employer acting in isolation has very strict limits. 
It is inevitable that within the next few years far 
more serious attempts will be made to realise some 
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of the possibilities inherent in this movement by 
forms of corporate action Such action, however, 
cannot hope for success if it is limited to those 
groupmgs of mteresta on which the majority of our 
present Trade Associations are based Expenence 
both m Great Britain and m the Umted States of 
America has demonstrated that standardisation 
and simplification can only be apphed successfully 
where all the interests mvolved m a particular trade 
agree to a common poh<^ That is to say it is 
essential that not only manufacturers, but the 
wholesalers, retailers, and consumers, must be 
associated m any senous effort to realise the econo- 
mies possible m this direction The wider issues of 
trade policy which the probabihty of such forms 
of CO operation suggest must necessarily be the 
subject of consideration by the business adminis- 
trator 

Important, however, as are the movements 
towards complete and more constructive trade 
association, and for standardisation and simplifi- 
cation, it IS probable that they do not represent 
the full limits of the action which will be necessary 
if Bntish mdustry is to be successful m mamtammg 
the standard of living of its people It has already 
been noted that the World Econoimo Conference 
took mto account the general process of re-oi^am 
sation and unification which has been apphed m 
Germany smce the stabilisation of the mark. This 
movement, for which the mmds of German em- 
ployers had been to some large degree prepared 
by Cart^ aofivss ivsfcsv? war, bas 2araired & 
degree of concentration of power and of large- 
scale plannmg for whole industries not at present 
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attempted in Great Britain except in the case of the 
chemical industry. 

The German experiment is as yet insufficiently 
developed for its full possibilities and imphcations 
to be assessed. But the technical advantages of 
this type of large-scale organisation, more particu- 
larly in the heavy industries, cannot be questioned. 
Astonishing economies in the utilisation of the basic 
sources of power and in their application to indus- 
trial purposes have already been registered. In 
Great Britain the tendency towards marketing 
associations and other forms of combination in the 
coal industry, and the present plight of iron and 
steel and of textiles, suggest the probability that 
similar intensive experiments in the integration 
of busioess activities are inevitable in the near 
future. 

It may be repeated that such experiments do not 
necessarily involve trusts or combines in the older 
sense of those terms. While the Rationalisation 
developments in the chemical industry have taken 
that form, German experience exhibits other types 
of combination. More particularly methods have 
been worked out for uniting central or local Govern- 
ment with commercial interests in the combined 
control of certain forms of undertakings. Here 
again the experiments are too new for final con- 
clusions to be drawn from them. But the study 
of the movements and principles involved is un- 
doubtedly an essential responsibility which must 
be assumed by the business administrator. 

Apart from the tendencies already touched 
upon which operate within national boundaries, 
there is a rapid development of both imperial and 
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international action in the Management field 
For instance, the Impenal Conference of 1927 
passed strong resolutions m favour of measures 
of standardisation -which should establish com- 
mon practices throughout the British comity of 
nations 

On the side of Distnbution, the establishment 
of the Empire Marketmg Board has resulted m 
drawing an mcreased public attention to the possi- 
bihties of mter-impenal trade More especially it 
has accomplished valuable educational work m 
calhng the attention of manufacturers, both m 
Great Bntam and m the rest of the Empire, to the 
special requirements of the -various markets mvolved 
and the methods of packmg and presentation best 
calculated to satisfy them 

Turmng to the international field, reference has 
already been made to the movement for the inter- 
national study of Scientific Management represented 
by the International Management Institute (see 
page 76) Apart from these forms of international 
co-operation, international agreements m specific 
mdustries and between groups of bankers and 
financiers have increased rapidly m number m the 
course of the last few years Such agreements deal 
with de limitation of markets, combmed action for 
the exploitation of technical processes, unified 
research, and similar matters 

Here agam are movements and sources of inform- 
ation which the industrial administrator who wishes 
to mamtam his busmess at the highest pitch of 
efficiency cannot afford to neglect 

It may be doubted whether at present British 
employers have envisaged the effort which is 
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required of them on the administrative side if the 
problems raised by these complex groupings are 
to be handled mth an energy and skill commensurate 
•with their importance. As -was pointed out at the 
beginning of the chapter, the personal habits 
created by older forms of business organisation have 
tended to survive into the era of the limited lia- 
bihty company, and to slur the clear-cut division 
of duties and responsibilities which is essential to 
successful operation. It is very usual in Great 
Britain to find people who insist on talking about 
“ the human touch ” and “ personal difficulties.” 
Definite and systematic organisation is met with a 
species of resentment. There is an almost historic 
fear of regimentation. This apprehension even 
goes so far as to assert itself as a -vdrtue under the 
guise of “ sturdy British individualism.” But the 
personal difficulties which are so frequently pleaded 
as an obstacle to business reorganisation usually 
resolve themselves into habitual attitudes evolved 
to protect some vested interest against the -wider 
interests of the concern viewed as a whole. “ The 
personal touch ” upon which many employers pride 
themselves, is frequently merely a hearty habit of 
inquiring too intimately about subordinates’ 
private affairs, or a trick of expressing personal 
inclinations in their official decisions. Indeed, it 
may even be suggested that in many concerns 
“ the personal touch ” is the direct origin of a 
great deal of personal touchiness. 

Much the same is true with regard to the larger 
organisations in which business concerns unite 
themselves. Far too little attention is paid by 
employers both to the organisation and staffing of 
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their associations and federations Such associa 
tions and federations have usually been formed 
for an object But the object is often the last 
matter to he considered in their discussions The 
art of merely keeping the association together 
agamst the dead ■weight of indifference frequently 
occupies all the time and attention, both of the 
officials and of the employera who mterest them 
selves m the matter Agam, the actual functions 
of such associations and their relations to each 
other are seldom worked out systematically Such 
questions are left to chance or to be smoothed out 
by the slow action of friction 
Probably the greatest source of difficulty of all 
in this field, however, is the overwhelmmg sus 
picion of the busmess man of any form of State 
action This, of course, is partly a reaction to the 
claims of the early State socialists But it is a 
reaction to bureaucratic ngidity which has gone 
beyond all reasonable bounds, and inhibits the 
majority of busmess men from exercismg any 
reasonable, intellectual judgment in matters where 
the action of a Government department is con 
cemed Much as a Jack m the Box reacts when 
you press the sprmg, so employers of this school 
of thought react to any suggestion that any action 
by the State can possibly be beneficial to mdustry 
Similarly, they are mclmed to neglect or ignore 
such contnbutions to knowledge and such assist 
ance m their daily tasks as the State is at present 
in a position to render effectively 
This fixed attitude has two re^ts In the first 
place there is a very ■wide dispersal, between different 
departments of the central Government, of functions 
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and activities bearing upon industry. The arrange- 
ments for keeping the individual employer informed 
as to the assistance which the State can give bim 
are not very eSective. It is ridiculous, for in- 
stance, to expect that a man with, say, 500 employees 
can take in and master each week a Board of Trade 
Journal and Ministry of Labour Gazette. On the 
other hand, both these publications contain inform- 
ation which could be of considerable service to him. 
But rmtil business men are wiUing to approach the 
activities of the central Government in a spirit 
which, while critical, is also constructive and not 
destructive, httle improvement in such matters is 
to be anticipated. Without this improvement, on 
the other hand, the rational utihsation of the 
country’s existing resources of knowledge is im- 
possible. 

More important, however, is the fact that the 
employer’s prejudice against State action prevents 
him from considering objectively schemes for wider 
co-ordination of national effort. The general ten- 
dency of employers’ organisations as such is to 
take the line “ see what John is doing and tell him 
not to.” Any initiative taken by an energetic 
and active minister, whatever his political com- 
plexion, is subjected to a type of obstructive criticism 
which is merely concerned with giving expression 
to this underlying prejudice, and not with collabo- 
rating in any constructive solution of the par- 
ticular difficulty in question. 

It is probably useless to anticipate any united 
national effort towards a more rationalised conduct 
of British industry as long as this prejudice persists. 
As has already been discovered, both by the United 
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States and by (Jermany, many of tbe resources 
necessary to such an effort are only available to the 
large departments of State The necessary knoiv- 
ledge and statistical material cannot be mobilised 
by any smaller authority And m the commercial 
world any other such authority is bound to have 
its dismterestedness called m question 
It remains to be seen whether within the course of 
the next few years Great Bntam’s political or 
busmess life will tlirow up a statesman capable of 
mspirmg the employers of the country sufficiently 
to overcome this prejudice Faihng this the 
development of rationalisation is bound to be slow 
The new technical conditiODS which industry is 
faomg, call for new forms of collaboration. Effi- 
ciency, more scientific management in the mdivi- 
dual works are much But they are not enough 
Either from pohtics or from busmess must be found 
a man, or a group of men, capable of evolvmg and 
mitiatmg a new approach to the whole complex 
of the economic life of the country. That, and 
nothmg less, is the larger problem facmg Great 
Bntam m the field of administration. 



CHAPTER IX 


THE PRESENT POSITION IN GREAT BRITAIN 

I T is clear from what has been said already that 
the whole position at the present moment -with 
regard to rationalisation in Great Britain is a con- 
fused one. There is little understanding of the 
term, and the processes by wliich employers are 
seeking to apply the conception to their immediate 
problems are partial and experimental. There exist 
a verj' large number of agencies of extreme^ unequal 
value which are designed to assist the individual 
employer in keeping touch with the increasingly 
rapid development of specialised knowledge bearing 
upon his task. But the task facing the individual, 
especially in the smaller business, is almost over- 
whelming. To survey a tithe of the printed material 
which is poured out in lectures, conferences and 
technical periodicals is in itself a task calling for a 
considerable organisation. The fact that certain of 
the organisations which compete for the employers’ 
attention are themselves doing work of little value 
or are distinguished rather by moral enthusiasm 
than bj’- effective methods, irritates the practical 
business man who seeks to make use of them. A 
few adverse experiments tend to confirm liim in the 
impression that notliing of real value to his business 
is to be gained from such outside agencies, or indeed 
from theoretical and scientific study of any kind. 

127 
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On the other hand, the fact that the research 
work and study bearing directly on JIanagement 
and Administration is at present httle developed 
compared with the work done in the physical 
sciences comphcates the situation Many busmesses 
which ivtsh to make use of all the information and 
assistance which can be of practical service to them, 
are madequately organised to mamtam contact with 
the sources likely to prove of value 

Above all there is lackmg a comprehension of the 
necessity for co ordinatmg national effort if full 
effect 13 to be given to the possibihties of this new 
economic conception Politicians of all parties be- 
wail our unemployment ffgures The leaders of 
industry offer no solution of the unemployment 
problem, but are quite sure that any action taken 
by the State which touches upon busmess activities 
must necessarily be meffective Nor is the dilemma 
which IS presented by these attitudes faced frankly 
It IS recorded that at one stage of the Melchett- 
Tumer conversations a leadmg employer said to a 
leadmg trade umonist “Are your men really 
prepared to work? ” The reply came very promptly 
“Are you really prepared to find them work’” 
Dialectics are no solution But it seems clear that 
if any substantial recovery m Enghsh busmess 
conditions is to be hoped for, it must come from one 
of two directions Either the leaders of the two 
mam organised forces engaged m mdustry itself 
must combme to lead pubhc opinion towards the 
new formsipf organisation and of effort called for 
by the pies&nt situation Or, alternatively, the 
leaders of mdu^ry must put their prejudices m their 
pockets and all^ political leaders, if such can he 
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found, to assume the responsibility which they have 
abrogated. 

It is not, of course, possible in any old-established 
country, with its own special traditions and national 
characteristics, to imitate slavishly systems and 
methods evolved under dissimilar political and 
economic conditions. Bur there is one special 
feature characteristic both of the American and of 
the German attempts to improve the national 
standard of economic activity which deserves more 
than a passing attention from Great Britain. The 
novel character of the technique introduced by 
Mr. Hoover ia his standardisation and simplification 
work at the Department of Commerce has already 
been emphasised.^ The initiative in Germany has 
been expressed in rather a different structiue. The 
National Board for Efficiency (Reichskuratorium fur 
Wirtschafthchkeit) is not a Department of the State. 
It is an independent institution with a board repre- 
sentative of the largest business interests in Germany, 
and also of the best technical knowledge represented 
by the various existing scientific and professional 
associations. It is entrusted with the administra- 
tion of a large proportion of the funds available 
for business research of all descriptions, including 
a substantial contribution from the national Govern- 
ment. It does not itself undertake any research 
work. But it co-ordinates the work which is done, 
through its power to refuse funds to such under- 
takings as engage in overlapping activities, or axe 
not producing results of real value to the national 
industry. In addition, it undertakes the pubhca- 
tion of important findings and propaganda in favour 

* Se« Chapter III. 
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of rationalisation Finally, it Burveys the ivhole 
field of national requirements in matters of technical 
advice and research, and promotes the creation of 
the machmery to fill m gaps ■which it disco'vers 

One of the imderlymg prmciples on which it 
proceeds should make a special appeal to employers 
m Great Bntam Broadly speakmg, the German 
term for it may be translated “team work” 
(Gemeinschaftarbeit) In effect this conception is 
a vanation of Mr Hoover’s practice of securmg 
that the actual work of his Standardisation and 
Simplification Committees is done by the nommees 
of the vanous trade associations concerned Sum 
larly, when m Germany a decision is taken to extend 
the work of the Reichskuratonum m any particular 
field, the usual practice is to set up a commission 
composed of leading busmess men who have made a 
special study of that subject Thus, at the moment 
of rmtmg, over 6,000 important mdustnahsts are 
givmg their time voluntarily to the work of the 
vanous commissions of the Reichskuratonum and 
its affihated bodies They do this because they be- 
heve that it is part of their duty as citizens to assist 
m the reconstruction of the national economy on 
the broadest possible Imes, and to help their 
fellow manufacturers to an imderstandmg of 
the most modem practices m technique and m 
organisation 

Similarly, m the USA, Mr Hoover has suc- 
ceeded in enhstmg the voluntary service of large 
numbers of her highly trained busmess executives 

In both countnes this situation is in the direct 
hne of succession from p'actices developed during 
the war penod As m Great Bntam, in th^ 
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countries also, the leaders of industry gave gladly 
and freely of their time and services to the national 
cause. In the United States they were known as 
the “dollar-a-day men.” But, whereas in Great 
Britain the magnificent services and experience 
represented by her various wartime departments 
of supply gave place after the Armistice to an almost 
indecent haste in returning to an isolated and aggres- 
sive individualism, both Germany and America ap- 
pear to have retained, in dealing with their post- 
war difficulties, something both of the practical 
lessons and of the spirit of co-operation of the years 
1916-1918. 

This is not to say that there was no reaction 
in these countries, or that the solidarity of a fighting 
nation was wholly retained. But in both cases 
there remained some appreciation of the advantages 
of large-scale industrial organisation and a residue 
3f the practice in integrating industrial and govern- 
mental activities that had been obtained. And it 
must be confessed that they added to these advan- 
tages a conception of national welfare conceived 
in economic terms which still appears to be lacking 
in Great Britain. There is no question that a large 
number of the German business men who are serving 
on the commissions of the Reichskuratorium and its 
allied bodies, are doing so in the belief that ration- 
alisation offers a definite and practical way of 
escaping from their economic difficulties, and that 
it is their duty as citizens, quite apart from their 
interests as inffividual traders, to devote their time 
and their energies to this cause. In the United 
States the idea of “Prosperity” has something of 
the same altruistic appeal. 
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To this Germany adds another advantage As 
has been pointed out by the writer already quoted,* 
the practice gamed by German mdustnalists m 
Cartel organisation prior to the war has undoubtedly 
proved of enormous value m facihtatmg the readjust- 
ments called for by a rationalised consideration of 
her national mdustry The control of large scale 
busmess combmations, mvolvmg a whole senes of 
interlocking and previously mdependent umts, is a 
task which calls not only for the highest administra- 
tive skill, but even more for special expenence m 
unitmg conflictmg mterests m pursmt of a common 
pohcy Great progress has been made m Great 
Bntam m the course of the last few years m the 
partial unification of many of her mdustnes The 
vanous experiments m coal marketmg and the 
recently formed cotton corporation, may be cited 
as examples of this tendency Of a slightly eathet 
date are the unification of the chemical mdustry 
and the amalgamation of the railways But the 
mere unification of financial control, or the conclusion 
of joint arrangements for working in a particular 
field do not of themselves necessarily mcrease 
efficiency, unless those who become responsible for 
the control of the larger units thus formed escape 
entirely from the habits of mmd associated with 
the direct management of smaller enterprises 

While students of scientific management have 
come to conclusions which are sufficiently well- 
established as to the pnnciples of organisation which 
should govern the smgle company or factory, the 
problems involved m these larger combinations 
have not at present been submitted to scientific 

* Walter Meakin The Aew Induttryal RevoluXioTU 
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study. Where those who succeed to the control 
of these new comhinations have not even studied 
the scientific principles involved in the management 
of the small unit, they are apt to indulge in a long 
series of expensive and futile experiments, before they 
discover the solution of the special problems of control 
which are raised by the mere fact of amalgamation. 

For instance, immediately ten or twenty companies 
are combined under a single control, there are obvious 
possibilities of economy in concentrating the pro- 
duction of certain articles in the most efficient 
works, in eliminating transport costs, and m creating 
comparative records of efficiency. But when such 
obvious economies have been realised there remains 
a network of questions, upon which depend in the 
long run the efficient conduct of the combination 
considered as a unity. There are obvious economies 
in centralising the buying of such a combination: 
but, in practice, the degree of control which is to 
be assumed by the buyer at headquarters, and 
the amount of initiative which is to be left to the 
individual units, require the most detailed analysis. 
"V^Tiat is true of buying is true of selling, advertising, 
technical research, and, indeed, of aU functions 
of management. There is a constant risk that 
large-scale organisation will become de-personahsed 
to those who work in it. Then, however enhghtened 
the policies of the leaders, these pohcies will not be 
refiected in the attitudes and actions of their sub- 
ordinate officers. Too rigid a centralisation will 
result in the development of a bureaucratic spirit, 
and the display in a more exaggerated form of the 
worst vices associated with Government depart- 
ments. It is not sufficiently realised among business 
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men how frequently Buch proverbial failings as 
departmentalism and a tendency to “red tape” are 
a result of size rath^ than of the particular form 
of ownership under which an organisation operates 
For all these reasons it is particularly necessary 
that the full scope of the meaning of rationalisation 
should be widely appreciated The mere financial 
combmation of busmesses, or the wider apphcation 
of scientific methods of management to existmg 
imits of control, can neither of them by themselves 
contribute effectively towards eqmppmg Great 
Bntam with that reorganised national economy 
which 13 essential if she is to retam her place among 
the industnalieed nations If she is to safeguard even 
the present standard of life of her people, and eqmp 
herself to meet the inevitably mcreasmg competi* 
tion, not only of the United States and of Germany, 
but of France, Italy, Japan, and the other nations 
•who are entering the field of mdustnahsed production, 
she must achieve a co ordinated national effort 
She must be prepared not only to combme her 
mdividuahsed mdustnes from the financial stand- 
pomt, to eliminate meflBcient producers, and to 
achieve a finer balance between demand and supply 
In the management of mdividual and of combined 
undertakmgs, she must not only be prepared to 
use the most scientific and most modem methods 
so as to reduce her costs of production, while mam- 
tainmg and mcreasmg the eammgs of her worhers 
She must, m addition, be ready, as she was prepared 
throughout the latter years of the war, to sacrifice 
all mdividual and personal mterests and prejudices 
to the mobilisation of every aspect of her nafionaf 
resources which can aid her in this task 



CHAPTER X 


SOME SUGGESTIONS FOR ACTION 

I F the conception of rationalisation and the 
general conclusions as to the position of Great 
Britain ivhich have been expressed in previous 
chapters are accepted, it is clear that any positive 
and constructive action demands certain essential 
changes in our national organisation. 

In the first place, the most direct result of the 
application of scientific standards of thought to our 
economic problems is to lay considerable emphasis 
on their essential unity. It is impossible to regard 
the industrial, commercial and financial activities 
of any country, of any industry or of any individual 
imdertaking in isolation. Whether considered by 
trades tmder such headings as coal, textiles, en- 
gineering, and so on, or by functions tmder such 
headings as technical research, salesmanship, 
labour, etc., the various types of action -which 
contribute to the national economy are essentiaUy 
interlocldng' portions of one single mechanism. It 
is a higldy complex mechanism. For reasons of 
convenience in examination and in organisation, it 
must be broken do-wn into groups of activities, of 
duties, and of responsibilities. But this analysis 
for purposes of convenience is in itself funda- 
mentally artificial. And in practical life it tends to 
the creation of barriers and vested interests which 
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constantly obscure the wider view which is neces 
sary li the health oi the body economic is to be 
studied as a whole 

It IS not to be expected, however, that busmess 
men as individuals will escape from the tendency to 
narrow views, which is the inevitable outcome of a 
strenuous and competitive hfe, so long as the State 
itself perpetuates the illusion of watertight com 
partments by its own forms of organisation The 
conception and methods of rationalisation which 
have been sketched, are apphcable not only to 
economic activities, but to every form of organised 
action in which men participate And a rational 
review of the activities assumed by the Bntisb 
Civil Service, as the result of legislation bearing on 
various aspects of economic hfe, would certamlj 
not suggest the distribution of duties and respon- 
sibihties between various departments of Govern- 
ment, which at present characterises the structure of 
our State administration 

The only Minister who can m any way be des 
cnbed at present as responsible to the Cabmet for 
measures affectmg the general efficiency of British 
industry and commerce is the President of the 
Board of Trade But if this Cabmet Minister 
should attempt to take anything like a synoptic 
view of the situation as a whole, he would find 
himself sadly handicapped The question of the 
relationships between capital and labour, and the 
whole complex of influences which they can brmg 
to bear upon efficiency, rests with his colleague at 
the Ministry of Labour Should he wish to improve 
the standard of industrial administration or of 
salesmanship by better dispositions for the training 
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of future general managers and salesmen, he could 
only take action through the medium of the Min- 
ister for Education. He cannot test the effectiveness 
of any factory legislation introduced, except through 
the work of a division of the Home Office. Should 
he wish to consider the physical condition of those 
engaged in economic enterprises, and its hearing 
on production, he must turn to the Ministry of 
Health. If it is materials and progress in technical 
research that he wishes to take into his purview, he 
must rely on a department reporting direct to the 
Privy Council. Einally, in all that vital sphere 
which is concerned with the inter-relations between 
finance and industry, his work must be referred to 
the Chancellor of the Exchequer, a Minister whose 
department is primarily concerned with securing 
economy, and whose accounts are drawn in a form 
which places the whole emphasis upon annual savings 
rather than upon the far-sighted exploitation of capital 
resources. 

In short, British Government arrangements in 
relation to industry are like a factory with sales 
manager, production manager, labour manager, 
chief techffical engineer, finance manager, and 
education officer, all working quite separately and 
happily at their own special tasks, without any 
executive co-ordination whatever by a general 
manager. There are, indeed, many factories in 
Great Britain attemptiug to work along these 
extraordinary lines, usually because the managing 
director is so incapable of delegating authority, 
and so busy with other preoccupations, that he 
imagines that the necessary co-ordination of the 
efiorts of his various subordinates can be achieved 
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at a Treekly board meeting But this sort of loos© 
thmkmg about organisation is, as far as industry 
IS concerned, rapidly giving ground to more precise 
conceptions It is realised that if administration — 
which IS the detenmnation of pohcy — and manage 
ment — ^the execution of pohcy — are distmct actm* 
ties, there must be defimte machmery for securmg 
proper co ordmation of work at both levels The 
busmesses which lack a full time managing director 
or general manager m charge of the executive side 
of their work, grow steadily fewer In the TJmted 
States they are regarded as an anachronism 

It may be urged that in the sphere of Government 
the issues mvolved are so widespread, and the task of 
co-ordination so complex, that it cannot safely be 
entrusted to any individual Or, alternatively, it 
may be argued that the Cabmet fulfils the necessary 
function of co ordmatmg the work of the vanous 
Mmistnes and that the real r^ponsibihty falls upon 
the Prime Minister These two contentions are m 
reahty mutually destructive If the work is too 
complex to be entrusted to a smgle mdividual 
Minister, it is ten thousand times too complex to be 
entrusted to the Prune Minister, who is also finally 
responsible for almost every other aspect of the 
national Government "What happens in practice 
IS that no effective co ordination takes place at 
all 

This situation is mevitably bound to react on 
the mmds of busmess men and of civil servants m 
their approach to all mdustnal questions Evidence 
of it IS to be found in countless directions The 
Minister of Education decides to set up a committee 
on the trainmg of sal^men But you cannot tram 
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men merely to be salesmen. Some salesmen do, or 
should, grow into sales managers, and a form of 
education which is suitable for selling is unlikely 
to be suitable for general management. In the 
meanwhile, the Empire Marketing Board pursue 
their own lines of activity on much the same 
subject. 

An important Committee has recently been 
sitting under the chairmanship of Sir Arthur 
BaKour. It has collected an enormous amount of 
valuable material covering almost every function in 
six of our basic industries. But throughout its 
reports the same tendency to departmentalism per- 
sists. It has considered overseas markets, in- 
dustrial relations, industrial structure, training and 
recruitment, standardisation, scientific research, 
industrial art, statistics of production, costs of pro- 
duction and distribution, over-capitalisation, trans- 
port facilities, industrial mobility, industrial 
fluctuations, and other subjects. Its volumes axe 
a mine of statistics and information bearing on 
almost every possible aspect of industrial activity 
except one. And the aspect which is omitted is 
management, the fimction of the employer, the 
cement which should bind the whole structure 
together and the initiative which should drive it 
forward. The same is true of a large part of the 
thought and discussion which is devoted by indus- 
trialists themselves to questions of economic recon- 
struction. 

It will remain impossible adequately to inspire 
the nation with the conception of rationalisation 
and to apply that conception effectively as the 
foundation of a greater economic prosperity, until. 
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as a prebmmaTy, our Btatesmen are prepared to 
re-shape the national administration m accord with 
modem ideas of organisation It is true that much 
of the virtue of British political life lies m the un- 
written character of our constitution and in the 
elasticity for adjustment, which issues from the 
fact that our institutions have been a matter of 
growth rather than of design But characteristics 
which are a great virtue m relation to constitutional 
and legislative issues, may be a great handicap 
m the fields of administration and execution An 
organisation which has “ broadened slowly out 
from precedent to precedent” is apt to be both 
top heavy and redundant 

Proposals in this direction have been considered 
by most of the political parties But the weight of 
tradition, of established authorities, and of normal 
conservatism, will tell heavily against effective 
action What is required is a close and careful 
review of the existing functions of Government 
with express reference to the possibility of forgmg 
an administrative weapon capable of aidmg the 
mdustry of the country m a movement towards 
rationalisation Such a review must necessarily 
mclude an objective examumtion of American and 
German expenence 

Undoubtedly, a fundamental requirement is the 
creation of machmery for thought and study appUed 
to the national economy as a whole, and separated 
from the responsibihties of day by day adminis 
tration, similar in conception to the Committee of 
Imperial Uefenee m relaAvon. to military matters 
Such a body need not necessarily be given any 
legislative or executive authority But it must be 
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provided with an adequate stafi of highly trained 
experts and investigators covering every function 
of industry. It is possible that such a body might 
be developed out of the advisory functions of the 
present Department of Scientific and Industrial 
Research, provided they were very widely extended 
to include almost all the recognised functions of 
industry. 

One of the first duties of any centralised body 
which was set up, would be to canalise the contacts 
between the State and the individual employer, and 
to ensure that the services and information at the 
disposal of the great central Departments were 
presented with a far closer reference to his actual 
needs and requirements. A wide gap exists between 
the information and knowledge already available 
and the capacity of the industrial and commercial 
manager to make use of them, particularly when he 
is operating on a small scale. The duty of bridging 
this gap rests squarely upon the State departments 
and not upon the individual. In this matter 
business men have fair ground for criticism against 
many of the departments. They produce a mass 
of statistics, of the results of expert investigations, 
of information about other countries and markets, 
ail of which might be of great use in practice. But 
they are imattractively presented, arranged with 
a view to technical precision rather than immediate 
utility, and are therefore far less used than they 
should be. The business prejudice against Govern- 
ment action, already examined, is partly respon- 
sible for this situation.- But the onus of justifying 
the product to the customer rests upon the manu- 
factiuer. In short, the services of the State to 
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industry are vilelj marketed, in the precise sense m 
■uhich that word has been used in this book 

This IS not generally true of all State activities In 
dealing with motorists, for instance, the Ordnance 
Survey has produced a senes of ^-mch road maps 
which are unparalleled in any other country m the 
world Much of the work of explaining adminis 
trative devices to the general pubhc is carefully 
thought out and extremely effective It is m 
dealmg with the employer that the Civil servant 
seems to lose touch with the reahties of the sitna 
tion 

A third direction m which action by the central 
Government seems to be essential to any national 
rationalisation programme, is in the matter of 
standardisation and simplification 

The Bntish Engineenng Standards Association 
is the oldest and one of the most effective bodies of 
its kind in the world But there are certam ten 
dencies and traditions caused by the special circum 
stances of its growth which greatly handicap it 
m takmg the initiative vis a vis British mdustry 
as a whole which is necessary in this question It 
has established the principle that it will only take 
action in relation to any trade when formally 
requested to do so by the proper Trade Association 
It has hitherto set its face agamst any publicity It 
was founded, and is stiff lai^ely controlled, by the 
major engmeermg industries, and has a natural 
bias in the direction of engmeermg and af&hated 
problems 

It is possible that the Committee on Standardi- 
sation, which has recently been established by the 
President of the Board of Trade, may succe^ m 
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overcoming these difiiculties. But the situation 
in Great Britain presents a striking contrast to the 
American picture. There the Department of Com- 
merce has definitely taken a bold line, impressing 
upon manufactmers by propaganda in the Press, 
by calling conferences, by making investigations 
and by publishing their residts, the advantages 
of a national poKoy of simplification and standardi- 
sation. It is only rarely that in any given trade 
association there is a nucleus of employers ’with 
sufficient enthusiasm and disinterestedness to 
imdertake the work of persuading their fellow- 
manufactmers to embark on a detailed programme 
of action in these matters. The British Engineering 
Standards Association waits on the trade organisa- 
tions ; the trade organisations wait for a lead. And 
the initiative of the State has not hitherto been 
distinguished by energy and originahty. 

Undoubtedly, a fiurther pre-requisite to any 
national scheme of rationalisation is a bold en- 
deavour to co-ordinate the work of the innumerable 
voluntary associations of a technical, professional or 
social character, which deal with the many specialised 
frmctions of industry. What is true of the dispersed 
action of the various Government departments and 
its efiect upon a manufacturer is equally true of 
the multiplication of these agencies of a voluntary 
character. bTo business man properly occupied with 
his own affairs has time or energy to devote to even 
a small percentage of the activities of these agencies. 
And only the largest organisations can afford 
specialists competent to keep in touch with them, 
and to interpret their findings for the benefit of a 
particular concern. What happens in practice is 
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that the busy employer “ takes up ” one or two 
special institutions and devotes something of his 
time and energy to them The usual effect on lus 
busmess is that the particular aspect of industrial 
organisation with which these institutions are con 
cemed has an importance which is out of proper 
tion to the whole Psychology, or costmg, or 
market research, or welfare, or chemical research, 
as the case may be, becomes the hobby of the chief 
executive, and ceases to be merely one factor m a 
balanced scheme 

To the product of the remammg 95 per cent of 
institutions he remains mdifferent, though, from 
time to time, there may be a change m the parti 
oular object of his personal enthusiasm 

As a consequence, all these organisations com' 
pete with each other for the support of the most 
enli g htened employers Many of them are made- 
quately financed Some of them should, un* 
doubtedly, be combmed with others There is 
much overlappmg and waste Almost mvanably 
their information and services are, as is the case 
with Government departments, badly marketed, 
and far less effective than they should be 

It IS possible that a comprehensive organisation, 
CO ordmatmg all these institutions on the German 
model, is not apphcable to British conditions But 
it IS clear that the present situation is wasteful of 
both resources and opportumties Some method of 
CO ordmatmg the activity of the large number of 
organisations already m existence, of directmg the 
attention of employers to work likely to prove of 
real value to them, of protectmg genume workers 
in this field from the competition of charlatans and 
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unpractical enthusiasts, is an urgent requirement of 
national economic policy. In this direction, also, 
the national Government might possibly give a 
useful lead. But on the whole, in view of British 
national tendencies and traditions, it seems probable 
that the more effective machinery could be designed 
by iudustry itself. The Committee mentioned in 
the Preface to this book represents a iBrst attempt 
to obtain co-operation and co-ordinated action 
between a large number of different organisations 
bearing in greater or less degree upon the problem 
of industrial management. It is suggested that 
employers themselves, in the interests alike of the 
organisations concerned and of business as a whole, 
should insist that this work be carried through, 
and that the present dispersal of effort should be 
abolished. 

If a hundred leading employers would agree 
together to refuse to contribute to any institution 
which did not lend itself to a scheme of co-ordinated 
efiort, it would probably be all that was necessary 
to secure that the whole of this work was done in 
a far more rational and less wasteful manner. 

Por the study of the actual problems of manage- 
ment and administration themselves there is at 
present little effective machinery in existence. The 
Management Research Group Movement, described 
in an earlier chapter, has made considerable pro- 
gress. But it is yotmg, limited in resources, and has 
constantly to battle against the idea that frank 
discussion of managerial and administrative methods 
involves the disclosure of valuable business secrets. 
In this field Great Britain is considerably behind the 
majority of European countries, and even more 
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behind the United States of Amenca Few of her 
leading industnahsts appear to interest themselves 
seriously in the matter Many of those who do, adopt 
the somewhat curious attitude that it is bad poUcy 
to allow their executives to write and speak about 
the professional problems which interest them Great 
Bntam’a participation m mtemational action m this 
field, and m the various congresses which have 
been held m Europe on the subject of Scientific 
Management, has been deplorably feeble It must 
be recognised that, if this attitude contmues, it is 
probable, not only that her standard of managenal 
efficiency will cease to compare favourably with 
that m other countnes, but that her busmess leaders 
will lack the necessary knowledge of modem manage- 
ment technique, of its terms and of its attitude 
of mind, to enable them to participate efiec 
tively m discussions bearing on these pomts with 
the industrialists of other countnes Smce the 
wider aspects and development of rationalisa- 
tion undoubtedly pomt to a great extension 
of mtemational agreements relatmg not only to 
markets but to the closer collaboration of whole 
mdustnes on an mtemational scale, it is probable 
that the future efiect of this conservatism may be 
extremely deplorable 

Closely associated with this question is, of course, 
that of education for busmess management The 
provision of educational facihtiea bearmg directly 
on the task of busmess management is undoubtedly 
madequate so far as Great Bntam is concerned 
In the year 1926 there were m the Umted States 
over 80,000 students receiving instruction of Dm- 
versity standard m busmess administration In 
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Germany there were 16,000. In Great Britain 
there were less than 1,000. 

In many of the modem Universities there are 
degrees in Commerce. But the syllabuses leading 
to such degrees and the instruction provided suffer 
from two weaknesses. Direct contact with business 
and with the material provided by actual busiuess 
operations is frec[uently lacking. For this reason 
the contents of the courses tend to be predominantly 
academic and technical. The subjects selected for 
examination do indeed bear on the general problem 
of Management, but only in the sense that the 
technical needs of engineering may be said to bear 
upon the subject of Management. The teaching 
of accountancy, of commercial geography, of com- 
pany law, of Trade Union history, of industrial 
psychology, and similar subjects in isolation, does 
not prepare the pupil’s mind for the responsibilities 
of Management. "\^at is needed is more attention 
to the co-ordination of these courses and greater 
emphasis on the general problems of administration; 
In practical life the Manager is not presented with 
separate problems in accmmtancy, engineering, 
psychology, and the like. He is presented with 
definite situations which call for the integrated 
apphcation of some knowledge of all these techniques. 

The use of more and better machinery for instruc- 
tion of those who are likely to have to assume the 
responsibilities of industrial control is one of the 
steps necessary if employers are to understand and 
to use the conceptions of Rationalisation. 



CHAPTER XI 


CONCLUSION 

T he conception of Rationalisation which, has been 
urged throughout this book is that Bummansed 
in F W Taylor’s phrase “a mental revolution” 
That phrase he apphed expressly to Scientific 
Management “Scientific Management,” as the term 
has been, used m Europe, 13 a vital part of the general 
movement of thought and the development of new 
methods which we have come to call Rationalisation 
But it IS apphed rather to the control of the m* 
dividual worlss or company Rationalisation looks 
at the wider problems of industry as a whole, in- 
oludmg the more detailed field of scientific manage- 
ment But each conception is essential to the other, 
and no mdustry can be said to be rationalised unless 
its detailed management has been subjected to the 
closest scieutific analysis and the apphcation of the 
most modem practices 

It IS not probable that this new conception will 
be wholly accepted either by employers or by 
employed without a long struggle F W Taylor 
frequently emphasised the a dded responsibili ty which 
the employer must assume, if he accepted his prm 
ciples No one likes adde d respeTmihiLt y it is much 
easier to c ontinu e i n tiie old way s The immediate 
insecurity, which is the deepest apprehension of 
the mdividual worker under modem mdustnal con- 

148 



CONCLUSION 


149 


ditions, is mcreased during any process of change 
and re-organisation. C onsiderations o f irnme^ate 
sel f-interest force him, thereforcj to view such 
perigds_pf. change with_ suspicion and dislike. It is 
hard to convince a man who is paid by the hour 
or the week, and whose whole outlook on life is 
necessarily coloured by this short-period assurance 
of income, to embrace gladly a pohcy which is 
designed to work out over those longer periods which 
are the real measure of permanent economic change. 

On the other hand, the leaders of labour have 
undoubtedly shown a broadmindedness and states- 
manship in relation to rationalisation, which is a 
very happy augury for the future. They have, 
indeed, been far more willing to view the new con- 
ception objectively and carefully, if not with favour, 
than the majority of employers. Indeed, there is 
much in the policy of rationahsation which accords 
closely with the wider ideals of the organised labour 
movement. 

But whatever the immediate interests of groups 
and parties in the industrial world, no serious 
citizen can question the urgent need of an ever- 
rising standard of national efficiency. Modem 
scientific developments have presented a wide range 
of alternatives both in processes and in products, 
which have gone a long way to eliminate any natural 
advantages formerly enjoyed by particular industrial 
communities. The standard of living of the popu- 
lation of all great industrial co\mtries will, in future, 
depend to an ever-increasing degree on the technical, 
and above all on the administrative, efficiency, 
developed by the leaders of industry. The future 
is bound to be one of increasingly active competition 
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both •within and bet'ween nations, a competition 
which 'Will in itself be healthy if directed and sub- 
ordinated to the "Wider purposes for which industry 
exists But the relative strength and prosperity 
of the different mdustaal and national groups will 
be determined to an overwhelming degree by the 
flexibility with which they can adapt themselves 
to an ever-widemng range of techmcal development 
and of scientific knowledge 
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ECONOMIC CONFERENCE, GENEVA, 1927 

RESOLTrTioN Adopted by the Committee oh Ihdhstey, 

IVIay 17th. 

eatiohamsatioh 

“Wheeeas the rational organisation of production and 
distribution is one of the principal factors in increasing 
output, improving conditions of labour, and reducing costs 
of production : 

And -whereas such rationalisation aims simultaneously 
at: 

1. — Securing the maximum efficiency of laboxu’ -with the 

minimum of effort; 

2. — ^Facilitating by a reduction in the variety of different 

patterns (where such variety has no ob-^ious advan- 
tage), research into methods of manufacture, the 
use and replacement of standardising parts ; 

3. — E limin ating waste of raw materials and power ; 

4. — Simplifying the distribution of commodities by: 

5. — ^Eliminating unnecessary transport, excessive finan- 

cial bmdens, and the useless multiplication of 
middlemen : 

And whereas the judicious and constant application of 
this process of rationalisation is calculated to secure: 

1, — To the community greater stability and a higher 

standard of life ; 

2. — To the consumer lower prices and goods more care- 

fully adapted to his needs ; 
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3. — ^To the various categories of producers, larger and 
more certain remuneration to be fairl’T distributed 
among them 

And •whereas rationahsation must be ap phed with th e 
cars necessary to prevent injury to the legitimate mterests 
of the workers, and suitable measures must be taken, 
which do not impede the process m cases wlmre it, m the 
early stages, may involve tmemplo^unent or more arduous 
conations of •work 

And whereas rationalisation requires, m all that con* 
cems the organisation of labour m the strict sense of the 
term, the co operation of the employees and tli0 assistance 
of professional and mdustnal organisations and of scien- 
tific and technical experts 

The International Economic Conference recornmends that 
Governments, public institutions, professional snd indus- 
trial organisations, and the general pubbc eboidd 

1.— Influence producers to direct their efforts along the 
channels descnbed above, and m particular that they 
should 

(а) Encourage and promote m every possible way 
the ascertainment and comparison of the most 
efficient methods and the most practical pro- 
cesses for rationalisation and scientific manage- 
ment and of their economic and social effects , 

(б) Apply this process m mdustry, agriculture, 
trade, and feance, not merely to large scale 
imdertakings, but also to medium size and 
small undertakings, and eventually craftsmen 
and tradesmen, bearing m mmd the useful results 
it 13 likely to have m the orgamsatioii and the 
requirements of domestic life , 

(c) Direct special attention to suitable ineasures for 
ensurmg the best, healthiest, and most digm- 
fied employment of labour, such as occupa- 
tional selection, guidance and trauimg, the 
distnbution of labour and leisure, methods 
of temunetation which give the worker a fair 
share m any increase m output, and, m 
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general, conditions of labour and living favour- 
able to the development and the strengthen- 
ing of his personality; 

2. — Carry on systematical^, on an international as ■well 

as on a national scale, the standardisation of materials, 
parts, and products for all types of goods of inter- 
national importance in order to remove the obstacles 
to production and trade that might arise from a 
policy of purely national standardisation ; 

3. — ^Undertake investigations on an international scale 

■with a "view to ascertaining the best methods em- 
ployed and the most conclusive results obtained in 
every country in the application of the principles 
set forth above making use of the investigation 
already carried out in certain coimtries, and en- 
courage the exchange of information among those 
concerned ; 

4. — ^And diffuse in every quarter a clear understanding of 

the advantages and obligations involved by rational- 
isation and scientific management, and of the possi- 
bilities of their gradual application.” 
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SOiffi BEFimTlONS OF RA.TIONALISATI01? 
World Economic Conference 

‘ Eationalisation, by which we understand the methods 
of technique and of oi^nisation designed to secure the 
minimum waste of either effort or material They include 
the scientific orgamsatiom of labour, standardisation of 
both materials and products simpbfication of processes, 
and improTements m the system of transport and mar 
ketmg ” 

Beichekuralonum fSr WtrUeha/lltchheit {Board of National 
Efficiency) 

* RationabsatiOD consists In understaDding and appljmg 
eTery means of unptovmg the general economic situation 
through technical and systematic organisation Its object 
IS an increase in the standard of bring by the provision of 
better and cheaper goods in larger quantities This 
demands a common effort by all classes of the community ” 

Lord Mdchelt 

“ The first thmg rationalisation ought to aim at is a 
closer approximation between production and consumption 
Unless yon know fairly accurately what any country’s pro- 
duction of a commodity is going to be, you cannot get 
that rationalisation of j^oduction and consumption that is 
required for economic prospenty *’ 


Sir Arthur Balfour • 

“ The method of technique and organisation designed to 
Becure a Tnimmum amoim^ of waste of effort and matectal, 
together with scientific organisation of labour, caiefnl 
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standardisation of materials and products, and simplification 
of processes, and, finally, improvement in the system of 
transport and marketing.” 

Professor D. H. Macgregor : 

“ The right organisation of industry considered as a 
type of government, the producers being so related as to 
enable such policies to be applied as works specialisation, 
non-destructive elimination of the weak, and the control 
over the entrance of new establishments.” 

Sir J osiah Stamp : 

In discussing the subject almost entirely in terms of 
amalgamations and price-fixing, and referring to the 
Armstrong'Vickers fusion, he writes ; “It does indicate, 
however, a different kind of amalgamation, viz., the separa- 
tion of those which are fimctionaUy different, and the 
joining, or rationalisation, of those that are really most 
alike in their activities.” 

Sir Gilbert Vyle : 

“ The conduct of industry in such a way that the price 
of its products was fixed, and by the aid of whole or part 
monopoly the agreed selling price was maintained without 
relation to costs of production. The condition essential to 
sirccessful rationalisation was the absence of competition, 
and, as all of them were consumers, it was proper to inquire 
whether such a method of systematising industries was a 
good thing for the community as a whole.” 


Robert Boothby, M.F. : 

“The conscious control of the production and develop- 
ment of industry.” 


The Rt. Ho 71 . Philip Snowden, M.P. : 

“Rationalisation aims at such a reorganisation of in- 
dustry as wiU eliminate aU waste in production and distri- 
bution, and will utilise, to the full, mechanical and scientific 
knowledge, and secure the co-operation of all the essential 
partners in industry.” 



m THE ilEANING OF RATIONAUSATIOIS 
ir L Htckens 

‘ The amalgamation oi firms domg a similar kind of 
business with the object of promoting efficiency and 
economy ’* 

Messrs Donotan and WthsUr (Assistants to the Attorney 
General, USA) 

“ The word rationabsation is indiscrumnately apphed 
to vanous firms of large scale European busmess combma- 
tions In essence, the word stands for jomt action to accom- 
plish specific busmess purposes and the usage, of course, is 
misleading Because combmations ate useful and 

form economical expedients, ifc is now thought that they 
are part of the eternal order of nature — hence rational 

" The use of a smgle word to describe a highly complex 
situation IS another unfortunate result It satisfies the 
lazy mind and precludes equitable analysis and clear 
thought It IS not sufficient merely to say that rational!- 
eation represents simplification, standardisation and stahQi 
sation The truth is, business enterprise may be ‘ rational- 
ised * and at the same tune take the form of a trust, a 
syndicate, a monopoly, a concern or a mere corporation ” 
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